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B About Us

SmarTone Telecommunications Holdings Limited is a leading provider of mobile services in Hong Kong and Macau. Its goal is to better
enrich customers' lives by bringing them closer to what matters to them, through differentiated and superior propositions for targeted
customer segments.

The company’s main subsidiary in Hong Kong operates as SmarTone-Vodafone, a Partner Network of Vodafone Group Plc, providing
both 2G and 3G services.

SmarTone Telecommunications Holdings Limited has been listed in Hong Kong since 1996. It is a subsidiary of Sun Hung Kai Properties
Limited.
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Bl Directors and Corporate Information
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* Mr. Raymond Kwok Ping-luen PricewaterhouseCoopers
Chairman Certified Public Accountants
Mr. Douglas Li 22nd Floor, Prince’s Building, 10 Chater Road,
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Mr. Patrick Chan Kai-lung
*  Mr. Ermest Lai Ho-kai Hong Kong Share Registrar
*  Mr. Michael Wong Yick-kam Computershare Hong Kong Investor Services Limited
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Mr. John Charles Ross Collis

Head Office and Principal Place of Business Mr. Anthony Devon Whaley (Deputy)

31st Floor, Millennium City 2,
378 Kwun Tong Road, Kwun Tong,
Kowloon, Hong Kong
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B Financial Highlights

(Expressed in Hong Kong dollars in million except per share amounts)

4 Year ended or as at 30 June
2006 2005
(restated)

Consolidated profit and loss account

Revenues 3,779 3,619
Profit attributable to equity holders of the Company 70 327
Earnings per share (3$) 0.12 0.56
Total dividends per share ($) 0.12 0.39

Consolidated balance sheet

Total assets 5,204 5,193
Current liabilities (1,005) (999)
Total assets less current liabilities 4,199 4,194
Non-current liabilities (750) (704)
Minority interests (23) (23)
Net assets 3,426 3,467
Share capital 58 58
Reserves 3,368 3,409
Total equity attributable to equity holders of the Company 3,426 3,467

Consolidated cashflow

Net cash generated from operating activities 1,056 849
Interest received 67 67
Purchases of fixed assets (471) (693)
Additions of handset subsidies {284) {69}
Dividends paid (including minority interests) (125) (303)
Net repayment of bank loans - (150)
Other (44) (72)
Net increase/(decrease) in net cash* and held-to-maturity debt securities 199 (371)
- )
* Net cash represents cash and bank balances, net of bank loans.

SmarTone Telecommunications Holdings Limited







B Chairman’s Statement

(Financial figures are expressed in Hong Kong dollars)

I am pleased to announce the financial results of the Group for the year ended 30 June 2006. This year saw a significant growth in
service revenue and continued improvements in key operating metrics, a creditable performance in a mature and highly competitive
mobile market like Hong Kong. The results, however, are adversely affected by the significant increase in handset subsidy amortisation
arising from competition in the market, and 3G costs.

Financial Highlights

Turnover of the Group grew by 4% to $3,779 million, driven by 9% increase in service revenue. Earnings before interest, tax, depreciation
and amortisation (“EBITDA") was $816 million, representing 5% decrease from last year. Profit attributable to equity holders and
earnings per share for the year amounted to $70 million and $0.12 respectively.

The Group's accounting policies have been amended with the adoption of the new/revised Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards (collectively referred to hereinafter “new HKFRS") which are effective for accounting periods
commencing on or after 1 January 2005. Comparative figures have been restated accordingly.

The adoption of the new HKFRS has a negative impact of $58 million on profit attributable to equity holders for the year under review.
The major part of this, amounting to $49 million, is attributable to the adoption of Hong Kong Accounting
Standard 38 “Intangible Assets” for 3G licence fee. The negative impact on profit attributable to equity
holders for the previous year due to the adoption of the new HKFRS was $12 million.

Dividend

With the modest level of profit for this year, your Board recommends a full distribution of profit attributable
to equity holders, representing a final dividend of $0.12 per share. Your Board, however, still considers
that the normal dividend policy is to distribute two-thirds of profit.

Business Review

Hong Kong Mobile Business

The Hong Kong market remains very competitive, notwithstanding the recent market consolidation.
The persistence of fierce price competition exerts substantial pressure on tariffs and handset prices,
as well as industry revenue and profitability. Against this backdrop, SmarTone-Vodafone continued to
achieve significant service revenue growth and improvements in key operating metrics during the

year. This reflects the company’s unique customer franchise, underpinned by its strong brand, targeted

and differentiated propositions, focused distribution as well as emphasis on customer relationship
management.

Sharp SX633
With an improving customer profile, blended ARPU for the year
rose by 7% to $213. Postpaid ARPU increased by 6% to $244, driven by the continued growth in
data and roaming usage. Data revenue registered 43% increase on last year and represented
13.6% of service revenue. The increase was attributable to the robust growth in adoption of
multimedia services, stimulated by 3G, and outweighed the decline in local voice revenue.

Total customer base increased from 1,011,000 as of 30 June 2005 to 1,063,000 as of 30 June
2006. Postpaid churn rate for June 2006 was 2.5%, an improvement on 2.8% for June 2005.

During the year, fierce competition in the market triggered a significant
increase in handset subsidies. Coupled with the increase in network expenses
and depreciation arising from 3G as well as the full year impact of 3G licence
fee, profitability decreased substantially. Nevertheless, SmarTone-Vodafone
is on track in pursuing revenue growth via 3G, with the focus on offering
compelling services for targeted customer segments. This is evidenced by
the growth in 3G customers and their significantly higher ARPU. The 3G
customer base now stands at 160,000, representing just over 20% of
postpaid customer base.

1
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. Chairman’s Statement

(Financial figures are expressed in Hong Kong dollars)

To meet the rising expectations and needs of customers, SmarTone-Vodafone launched a range of new
service propositions for consumers and businesses, leveraging on the latest technology and its customer {
focus. These further extend the company's leadership in service excellence and innovation.

. Earlier in the year, SmarTone-Vodafone introduced a number of consumer-criented service
propositions in the areas of music, news and betting. All of these are generating significant traction
with our customers.

. SmarTone-Vodafone Mobile Broadband, Hong Kong's first commercial service enabled by HSDPA
{High-Speed Downlink Packet Access), offers customers broadband Internet access speed of up
to 1.8 Mbps. Riding on the company’s Hong-Kong-wide HSDPA network, it enables customers to
enjoy secured true broadband everywhere. Two service offerings, Flexi and Contract, were
introduced to meet different needs of customers. SmarTone-Vodafone also initiated a new indirect
distribution channel for Flexi to better address certain customer segments.

. With SmarTone-Vodafone Mobile Email, the company is the only operator in Hong Kong offering
customers a choice of mobile email solutions to properly address their needs, based on their
email systems, scale, device preferences and total cost of ownership. To complement its
proposition, SmarTone-Vodafone also offers the widest range of Handheld Business Devices.

. Traveller is a service proposition targeted at roaming customers. It focuses on providing customers
with call screening to prevent nuisance calls and to save on roaming expenses while travelfing;
and automatic phonebook backup on a centralised database to ensure access to phonebook
even when a phone is lost. These service features are combined with a pioneering same-rate
tariff for roaming in five key destinations in Asia, providing predictable charging as well as
outstanding savings.

Macau Mobile Business

The mobile business in Macau continued to achieve growth in
turnover and profits during the year, driven by increase in
customer base. The company has recently submitted a bid to
the Government of the Macau Special Administrative Region
for a 3G licence.

Prospects Toshiba TX62

The mobile industry is undergoing rapid changes. With

intensifying market competition, rapidly evolving technologies and changing customer
requirements, there will be both challenges and opportunities ahead. To enhance value for
shareholders, your Company will continue to focus on increasing revenue market share with its
targeted and differentiated propositions for specific customer segments. It will also explore and

develop new revenue streams by introducing new services.

Given the high customer expectations, competitive environment and compact geography of the Hong Kong market, SmarTone-
Vodafone has rolled out a high quality HSDPA network with Hong-Kong-wide coverage at commercial launch in June 2006. Besides
much higher data speed, the network offers increased capacity and improved network economics which open up opportunities for the
company to roll out new services to address wider communications needs of customers.

- - 0
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With fierce price competition, increase in handset subsidy amortisation as well as higher operating expenses arising from the
development and marketing of new services, profitability is expected to be under continuing pressure in the year ending 30 June
2007. Initiatives for further improving efficiency and managing costs are being implemented to mitigate the potential impact on
profitability.

Appreciation

Dr. Sachio Semmoto retired as independent non-executive director of the Company during the year. | would like to take this opportunity
to express my gratitude to Dr. Semmoto for his invaluable contributions and advice. | would also like to extend my appreciation to our
customers and shareholders for their continuous support, to our fellow directors for their guidance, as well as to our staff for their
dedications and hard work.

Raymond Kwok Ping-luen
Chairman

Hong Kong, 28 August 2006







. Management Discussion and Analysis

(Financial figures are expressed in Hong Kong dollars)

New and revised accounting standards

The Group's accounting policies have been changed with the adoption of the new/revised Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards (collectively referred to hereinafter “new HKFRS") which are effective for accounting periods
commencing on or after 1 January 2005. The adoption of the new HKFRS has a negative impact of $58 million on profit attributable to
equity holders for the year ended 30 June 2006. The major part of this, amounting to $49 million, is attributable to the adoption of
Hong Kong Accounting Standard 38 “Intangible Assets” (“HKAS 38") for 3G licence fee. The negative impact on profit attributable to
equity holders for the previous year due to adoption of the new HKFRS was $12 million.

The adoption of HKAS 38 requires all mobile licences to be treated as intangible assets. The net present value of annual licence fee
payments is recognised as an intangible asset, together with a corresponding liability (“mobile licence fee liability”) on the balance
sheet. The intangible asset is amortised over the remaining licence period. The deemed interest on the mobile licence fee liability is
charged to the profit and loss account as accretion expenses under finance costs. Actual payments of licence fee are set off against
the mobile licence fee liability. At the end of the licence period, the intangible asset and its corresponding liability become zero
balances.

Effects of changes in the accounting policies on profit attributable to equity holders of the Company, the various balance sheet items
and opening equity attributable to equity holders of the Company are summarised in note 3 to the consolidated financial statements.

Review of financial results

Revenues rose by 4% to $3,779 million {2004/05: $3,619 million), primarily driven by a 9% growth in mobile service revenue due to an
improvement in ARPU and a modest growth in the average customer number. Operating profit, however, fell by 69% to $105 million
{2004/05: $342 million) as operating expenses, depreciation and amortisation rose significantly as a result of 3G network rollout and
intensifying market competition. Finance income rose to $56 million (2004/05: $49 million) largely due to improved returns on debt
securities and bank deposits. Despite that the Group had no bank and other borrowings throughout the year, finance costs amounted
to $70 million for the year ended 30 June 2006 (2004/05: $40 million), comprising mainly of accretion expenses in respect of mobile
licence fee liability for 3G arose from a change in accounting policy upon the adoption of HKAS 38. Taxation charge fell accordingly.
Profit attributable to equity holders of the Company for the year ended 30 June 20086 fell by 79% to $70 million {2004/05: $327 million).

Revenues increased by $160 million to $3,779 million (2004/05: $3,619 million) due to higher mobile service revenue, partially offset
by lower handset and accessory sales.

U Mobile service revenue grew by 9% to $2,871 million (2004/05: $2,635 million). Data, roaming and prepaid services were the
main contributors to revenue growth, more than compensating the reduction in local voice revenue resulted from continued
downward pressures on tariffs.

Hong Kong blended ARPU for the year ended 30 June 2006 rose by 7% to $213 {2004/05: $199) against a backdrop of Increasing
market competition, reflecting the Group's success in improving its customer profile.

Driven by the success of new and enhanced service offerings, revenue from
data and roaming services grew strongly, offsetting the impact of lower postpaid
local voice revenue. As a result, postpaid ARPU increased by 6% to $244
(2004/05: $231).

SmarTone Telecommunications Holdings Limited




. Management Discussion and Analysis

(Financial figures are expressed in Hong Kong dollars)

Multimedia service revenue achieved a strong year-on-year increase of 54% as a result of increasing 3G customer base and the
Group's continued success in addressing the needs of different targeted customer segments. Data service revenue grew by
43% and accounted for 13.6% of mobile service revenue for the year ended 30 June 2006 (2004/05: 10.3%).

. Handset and accessory sales fell by 8% to $908 million (2004/05: $985 million} despite higher sales volume, as heavy handset
subsidies prevalent in the market resulted in lower average handset selling prices.

Cost of goods sold and services provided rose by $54 million to $1,510 million (2004/05: $1,456 million). Cost of handsets and
accessories sold fell by 7% to $886 million (2004/05: $955 million), with the impact of higher sales volume offset by the increase in
handset subsidies capitalised. Cost of services provided rose by 26% to $624 million (2004/05: $501 million} as interconnect, prepaid
IDD, roaming and data related service costs increased due to higher usage.

Other operating expenses (excluding depreciation, amortisation and loss on disposal of fixed assets) rose by $135 million to $1,467
million (2004/05: $1,332 million). The major areas of increase were network costs, sales and marketing expenses, and an unrealised
exchange loss arising from the translation of net monetary assets denominated in United States dollars.

Depreciation and disposal loss rose by $35 million to $486 million (2004/05: $451 million) due to a full year's depreciation of the 3G
network charged in 2005/06, as compared to seven months’ charges in 2004/05.

Amortisation of intangible assets increased substantially by $161 million to $225 million (2004/05: $64 million).

. During the year ended 30 June 2006, handset subsidy amortisation rose by $135 million to $166 million (2004/05: $31 million} as
significant amounts of handset subsidy were offered for customer acquisition and retention. Handset subsidies are deferred

and amortised on a straight-line basis over the customer contract periods.




. Mobile licence fee amortisation in respect of 3G and 2G mobile licences, arising upon
the adoption of HKAS 38, rose by $25 million to $58 million (2004/05: $33 million) mainly
due to the full year impact of mobile licence fee amortisation for 3G for the year ended

30 June 2006, compared to seven months’ amortisation in 2004/05. All mobile licence T
fee is amortised on a straight-line basis over the remaining licence period. g miotat et
= Emall {2 irexq)
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ended 30 June 2006.

Finance costs increased by $30 million to $70 million (2004/05: $40 million). This was mainly
attributable to higher accretion expenses in respect of mobile licence fee liabilities, arising
from the adoption of HKAS 38. Accretion expenses for the 3G licence were accounted for
upon the commercial launch of 3G services in December 2004, Accretion expenses for a 2G B

licence were accounted for upon renewal of the GSM 900 licence in January 2006. ‘n--

Macau operations continued to grow during the year. Operating revenue rose by 17% to $189 \v/

million (2004/05: $162 million). Operating profit rose by 29% to $54 million (2004/05: $42
- . . . . BlackBerry® 8707v™ from Vodafone
million) amidst strong revenue growth, partially offset by higher network, sales and marketing

expenses.

Capital structure, liquidity and financial resources

There had been no major changes to the Group's capital structure during the year ended 30 June 2006. The Group was financed by
share capital, and internally generated funds during the year. The cash resources of the Group remained strong with investments in
held-to-maturity debt securities, cash and bank balances of $2,051 million at 30 June 2006.

During the year ended 30 June 2006, the Group’s net cash generated from operating activities and interest received amounted to
$1,056 million and $67 million respectively. The Group’s major outflows of funds during the year were payments for purchase of fixed
assets, handset subsidies and 2004/05 final dividend.

The directors are of the opinion that the Group can fund its capital expenditures and working capital requirements for the year ending
30 June 2007 with internal cash resources and banking facilities.

Treasury policy

The Group invests its surplus funds in accordance with a treasury policy approved from time to
time by the board of directors. Surplus funds are placed as deposit with banks in Hong Kong or
invested in investment grade debt securities. Bank deposits in Hong Kong are maintained in
Hong Kong or United States dollars.

SmarTone Telecommumcatlons Holdlngs meed



. Management Discussion and Analysis

(Financial figures are expressed in Hong Kong dollars)

The Group's investments in debts securities are denominated in either Hong Kong or United States dollars with a maximum maturity
of 3 years. The Group's policy is to hold its investments in debt securities until maturity.

As at 30 June 2008, the Group's total available banking facilities amounted to $100 million. No amount of the facilities was utilised as
at 30 June 2006.

The Group is required to arrange for banks to issue performance bonds and letters of credit on its behalf. In certain circumstances, the
Group will partially or fully collateralise such instruments by cash deposits to lower the issuance costs. The total amount of pledged
deposits at 30 June 2006 was $320 million (30 June 2005: $328 million).

Functional currency and foreign exchange exposure

The functional currency of the Group is the Hong Kong dollar. All material revenues, expenses, assets and liabilities, except its United
States dollar debt securities and bank deposits, are denominated in Hong Kong dollars. The Group therefore does not have any
significant exposure to foreign currency gains and losses other than those arising due to its United States dollar denominated debt
securities and bank deposits. The Group does not currently undertake any foreign exchange hedging.

Contingent liabilities

Performance bonds

Certain banks, on the Group’s behalf, have issued performance bonds to the telecommunications authorities of Hong Kong and Macau
in respect of obligations under licences issued by those authorities. The total amount outstanding at 30 June 2006 under these
performance bonds was $353 million (30 June 2005: $313 million).

Lease out, lease back arrangement

A bank, on the Group's behalf, had issued a letter of credit to guarantee the Group's obligations under a lease out, lease back
arrangement entered into during the year ended 30 June 1999. This letter of credit is fully cash collateralised using surplus cash
deposits. The directors are of the opinion that the risk of the Group being required to make payment under this guarantee is remote.

Bank facilities guarantees

At 30 June 2006, there were contingent liabilities in respect of guarantees given by the
Company on behalf of a wholly owned subsidiary relating to uncommitted banking facilities
granted by a bank of up to $100 million (30 June 2005: $300 million).

arTone Telecommunications Holdings Limited



Employees and share option scheme
The Group had 1,622 full-time employees at 30 June 2006, with majority of which based in Hong Kong. Total staff costs were $368
million for the year ended 30 June 2006 (2004/05; $366 million).

Employees receive a remuneration package consisting of basic salary, bonus and other benefits. Bonus payments are discretionary
and depend, inter-alia, on both the Group's performance and the performance of the individual employee. Benefits include retirement
schemes and medical and dental care insurance. Employees are provided with both internal and external training appropriate to each
individual's requirements.

The Group has a share option scheme
under which the Company may grant
options to the participants, including
directors and employees, to subscribe for
shares of the Company. No share options
were granted or exercised, and 1,258,000
share options were cancelled during the
year ended 30 June 2006. At 30 June
2006, 11,834,500 share options were
outstanding.

SmarTone Telecommunications Holdings Limited
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| Report of the Directors -

{Financial figures are expressed in Hong Kong dollars)

The Directors submit their report together with the audited financial statements for the year ended 30 June 2006.

Principal activities

The principal activity of the Company is investment holding. The activities of its principal subsidiaries are shown in note 19 to the
financial statements.

Results
The results of the Group for the year ended 30 June 2006 are set out in the consolidated profit and loss account on page 46.

Dividend

The Directors recommended the payment of a final dividend for the year ended 30 June 2006 of $0.12
per share (2004/05: $0.20 per share) to the shareholders registered in the Company’s register of members
as at the close of business on 2 November 2006. As no interim dividend was paid by the Company during
the year (2004/05: $0.19 per share), the proposed final dividend makes a total dividend of $0.12 per share
for the financial year ended 30 June 2006 (2004/05: $0.39 per share).

Five year financial summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years is
shown on page 43.

Reserves
Movements in the reserves of the Group and the Company during the year are set out on pages 51 to 53.

Distributable reserves
The reserves available for distribution to the shareholders of the Company amounted to $3,707,286,000
at 30 June 2006 (30 June 2005: $3,812,020,000).

Donations

During the vear, charitable and other donations made by the Group amounted to $2,000
(2004/05: $61,000).

Fixed assets

Details of the movements in fixed assets are shown in note 18 to the financial statements.

Share capital

Details of the movements in share capital of the Company are shown in note 29 to
the financial statements.

Sharp GX293
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. Report of the Directors

(Financial figures are expressed in Hong Kong dollars)

Directors
The Directors of the Company during the year and up to the date of this report were:

*  Mr. Raymond Kwok Ping-luen ** Mr. Eric Li Ka-cheung, JP
Chairman
** Mr. Ng Leung-sing, JP
Mr. Douglas Li

Chief Executive Officer ** Dr. Sachio Semmoto

(Retired on 4 November 2005)
Mr. Patrick Chan Kai-lung
** Mr. Yang Xiang-dong
* Mr. Ernest Lai Ho-kai
** Mr. Eric Gan Fock-kin
*  Mr. Michael Wong Yick-kam (Appointed on 1 December 2005)

*  Mr. Andrew So Sing-tak
*  Mr. Cheung Wing-yui

*  Mr. David Norman Prince
(Appointed on 1 July 2005)

*  Non-Executive Director
** Independent Non-Executive Director

In accordance with Bye-law No. 110(A) of the Company’s Bye-laws, Messrs. Raymond Kwok Ping-luen, Michael Wong Yick-kam,
Cheung Wing-yui and Yang Xiang-dong retire by rotation, and Mr. Eric Gan Fock-kin retires in accordance with Bye-law No. 101 at the
forthcoming Annual General Meeting. All retiring Directors, being eligible, offer themselves for re-election. All remaining Directors
shall continue in office.

The term of office of the Non-Executive Directors shall be governed by the provisions of Bye-laws No. 110 and No. 111 of the
Company.

The Board has received from each Independent Non-Executive Director a written annual confirmation of their independence and is
satisfied with their independence in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

o 0g SmarTone Telecommunications Holdings Limited



Directors’ service contracts

Under an employment contract between the Company and Mr. Douglas Li dated 31 May 2001, Mr. Douglas Li has been appointed to
act as Executive Director and Chief Executive Officer of the Group with effect from 17 July 2001. The contract can now be terminated
by the Company by not less than 6 calendar months’ notice (or payment in lieu of notice).

Under an employment contract between the Company and Mr. Patrick Chan Kai-lung dated 1 May 2002, Mr. Patrick Chan Kai-lung has
been appointed to act as Executive Director of the Group with effect from 15 May 2002. The contract can be terminated by the
Company by not less than 6 calendar months’ notice (or payment in lieu of notice).

Apart from the above, none of the Directors has a service contract with the Company with a term of more than 3 years and which is
not determinable by the Company within one year without payment of compensation, other than statutory compensation.

Directors’ emoluments

The emoluments payable to the Directors of the Company are based on terms of the respective service contracts, if any. The director's
fee payable is subject to annual assessment, approval and authorisation by shareholders at annual general meetings. Details of the
emoluments paid and payable to the Directors of the Company for the financial year ended 30 June 2006 are shown in note 12 to the
financial statements.

Directors’ interests in contracts of significance

Apart from the connected transactions referred to in this report, no other contracts of significance in relation to the Group's business
to which the Company or its subsidiaries was a party and in which a Director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the year.

Biographical details of Directors and senior management
Brief biographical details of the Directors and senior management are set out on pages 39 to 42.

SmarTone Telecommunications Holdings Limited




. Report of the Directors

(Financial figures are expressed in Hong Kong dollars)

Directors’ interests and short positions

At 30 June 2008, the interests of the Directors, chief executive and their respective associates in shares, underlying shares and
debentures of the Company and its associated corporations (as defined in the Securities and Futures Ordinance (the "SFO")) as
recorded in the register maintained by the Company under section 352 of the SFO were as follows:

Interests in shares and underlying shares of the Company

Equity
Shares derivatives
Percentage
of aggregate
Spouse interests to
or child Controlled Share  Aggregate issued
Name of director Personal under 18  corporation Others options interests capital
{Note)
Raymond Kwok Ping-luen — — — 2,237,767 — 2,237,767 0.38%
Douglas Li — — — — 3,000,000 3,000,000 051%
Patrick Chan Kai-lung — — — — 1,103,500 1,103,500 0.19%
Note: Information of the share options is listed below:
Cancelled/
Outstanding Granted Exercised Lapsed Outstanding
Exercise at 1 July during during during at 30 June
Name of director Date of grant price 2005 the year the year the year 2006
$
Douglas Li {Note 1) 10 February 2003 9.29 3,000,000 — —_ — 3,000,000
Patrick Chan Kai-lung 10 February 2003 9.20 133,500 —_ —_ — 133,500
(Notes 2 & 3) 5 February 2004 9.00 970,000 — — — 970,000

Notes:

1. The options are exercisable at $9.29 per share during the period from 10 February 2003 to 16 July 2011. The options, in the original number of
5,000,000, can be exercised up to 20% from 10 February 2003, up to 40% from 17 July 2003, up to 60% from 17 July 2004, up to 80% from 17
July 2005 and in whole from 17 July 2006.

2. The options are exercisable at $9.20 per share during the period from 2 May 2003 to 1 May 2012. The options, in the original number of 200,000,
can be exercised up to one-third from 2 May 2003, up to two-thirds from 2 May 2004 and in whole from 2 May 2005.

3. The options are exercisable at $9.00 per share during the period from 5 February 2005 to 4 February 2014. The options can be exercised up to
one-third from & February 2005, up to two-thirds from 5 February 2006 and in whole from 5 February 2007.

2l SmarTone Telecommunications Holdings Limited



Interests in associated corporations

1. Interests in shares and underlying shares of Sun Hung Kai Properties Limited
Equity
Shares derivatives
Percentage
of aggregate
Spouse interests to
or child Controlled Share  Aggregate issued
Name of director Personal under 18  corporation Others options interests capital
(Note 1) {Note 2)
Raymond Kwok Ping-luen — — — 1,082,165,895 75,000 1,082,240,895 43.44%
Michael Wong Yick-kam 70,904 — — — 75,000 145,904 0.006%
Eric Li Ka-cheung — — 18,000 — — 18,000 0.0007%

Ernest Lai Ho-kai — — — — — _ —

Note 1. Of these shares, Messrs. Walter Kwok Ping-sheung, Thomas Kwok Ping-kwong and Raymond Kwok Ping-luen were deemed to be interested
in 1,068,988,347 shares, which represented the same interests for the purpose of the SFO.

Note 2: Information of the share options is listed below:

Cancelled/

Outstanding Granted Exercised Lapsed Outstanding

Exercise at 1 July during during during at 30 June

Name of director Date of grant price 2005 the year the year the year 2006

$

Raymond Kwok Ping-luen 16 July 2001 70.00 75,000 — — — 75,000
Michael Wong Yick-kam 16 July 2001 70.00 75,000 — — — 75,000
Ernest Lai Ho-kai 16 July 2001 70.00 36,000 — 36,000 — —

All options granted and accepted can be exercised up to one-third during the second year from the date of grant, up to two-thirds during the third year
from the date of grant, and in whole or in part during the fourth and fifth years from the date of grant, thereafter, the relevant options will expire.

T — . _
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2. Interests in shares and underlying shares of SUNeVision Holdings Ltd.

Equity
Shares derivatives
Percentage
of aggregate
Spouse interests to
or child  Controlled Share  Aggregate issued
Name of director Personal under 18  corporation Others options interests capital
(Note 1) (Note 2)
Raymond Kwok Ping-luen — — — 1,742,500 116,666 1,859,166 0.09%
Michael Wong Yick-kam 100,000 — — — 60,000 160,000 0.0079%
Andrew So Sing-tak — — — — 1,800,000 1,800,000 0.08%

Note 1: Of these shares, Messrs. Walter Kwok Ping-sheung, Thomas Kwok Ping-kwong and Raymond Kwok Ping-luen were deemed to be interested
in 1,070,000 shares, which represented the same interests for the purpose of the SFO.

Note 2: Information of the share options is listed below:

Cancelled/
Outstanding Granted Exercised Lapsed Outstanding
Exercise at 1 July during during during at 30 June
Name of director Date of grant price 2005 the year the year the year 2006
$
Raymond Kwok Ping-luen 28 March 2000 10.38 251,666 — — (251,666) —
7 April 2001 2.34 233,333 — — (116,667) 116,666
Michael Wong Yick-kam 28 March 2000 10.38 120,000 — — (120,000) —
7 April 2001 2.34 120,000 — — (60,000) 60,000
Andrew So Sing-tak 8 July 2002 1.43 400,000 — — — 400,000
29 November 2003 1.59 400,000 — — — 400,000
10 November 2005 1.4 — 1,000,000 — — 1,000,000

The above share options are exercisable in accordance with the terms of the relevant share option scheme and conditions of grant.
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3. Interests in shares of other associated corporations
Mr. Raymond Kwok Ping-luen had the following interests in the shares of the following associated corporations:

Attributable
Attributable  percentage of Actual Actual
holding shares in issue holding percentage
Beneficial through through through interests in
Name of associated corporation owner corporation corporation corporation issued shares

{Note)

Splendid Kai Limited — 2,500 25% 1,500 15%
Hung Carom Company Limited — 25 25% 15 15%
Tinyau Company Limited — 1 50% 1 50%
Open Step Limited — 8 80% 4 40%

Note: Messrs. Walter Kwok Ping-sheung, Thomas Kwok Ping-kwong and Raymond Kwok Ping-luen were deemed to be interested in these shares,
which represented the same interests for the purpose of the SFO. These shares were held by corporations in which they were entitled to control
the exercise of one-third or more of the voting rights in the general meetings of those corporations.

The interests of the Directors and chief executive in the share options of the Company and its associated corporations are being
regarded for the time being as unlisted physically settled equity derivatives. The details of the share options of the Company are
stated under the section headed Share Option Scheme below.

Save as disclosed above, at 30 June 2008, none of the Directors and chief executive (including their spouses and children under 18
years of age) and their respective associates had or deemed to have any interests or short positions in shares, underlying shares or
debentures of the Company, its subsidiaries or any of its associated corporations that were required to be entered into the register
kept by the Company pursuant to section 352 of the SFO or were required to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to Part XV of the SFO or pursuant to the “Model Code for Securities Transactions
by Directors of Listed Companies” of the Listing Rules.

Arrangement to purchase shares or debentures

Other than the share options as mentioned above, at no time during the year was the Company or any of its subsidiaries or the
Company’s holding company or any subsidiaries of the holding company a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares or debentures of the Company or of any other body corporate.

Directors’ interests in competing business
None of the Directors of the Company has interest in any business which may compete with the business of the Group.
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Share Option Scheme

Pursuant to the terms of the share option scheme adopted by the Company on 15 November 2002 (the " Share Option Scheme”), the
Company may grant options to the participants, including directors and employees of the Group, to subscribe for shares of the
Company. A summary of the terms of the Share Option Scheme will be set out below.

Movements of the share options granted to the participants pursuant to the Share Option Scheme during the year ended 30 June
2006 are as follows:

Cancelled/
Outstanding Granted Exercised Lapsed  Outstanding
Exercise Exercise at 1July during during during at 30 June
Grantee Date of grant price period 2005 the year the year the year 2006
$
Directors
Douglas Li 10 February 2003 9.29 10 February 2003 to 3,000,000 — — — 3,000,000
16 July 2011
Patrick Chan 10 February 2003 9.20 2 May 2003 to 133,500 — — — 133,500
Kai-lung 1 May 2012
5 February 2004 9.00 5 February 2005 to 970,000 — — — 970,000
4 February 2014
Employees 5 February 2004 9.00 5 February 2005 to 8,410,000 — — (1,258,000} 7,152,000
4 February 2014
6 December 2004 8.01 6 December 2005 to 193,000 — — — 193,000
5 December 2014
4 January 2005 8.70 4 January 2006 to 193,000 — — — 193,000
3 January 2015
1 March 2005 9.05 1 March 2006 to 193,000 — — — 193,000
28 February 2015

Other than the share options stated above, no share options had been granted by the Company to the other participants pursuant to
the Share Option Scheme.

Save as disclosed above, no other share options were granted, exercised, cancelled or fapsed during the year.




Valuation of share options

No share options was granted during the year, however, in assessing the value of the share options granted during the year ended 30
June 2005, the Black-Scholes option pricing model adjusted for dividends (the "“Black-Scholes Mode!”) was used. The Black-Scholes
Model is one of the generally accepted methodologies used to calculate the value of options and is one of the recommended option
pricing models set out in Chapter 17 of the Listing Rules. The variables and assumptions adopted in assessing the value of the share
options granted during the year ended 30 June 2005 under the Black-Scholes Model are as follows:

Expected life Expected Expected

Grantee Grant date of the options Risk free rate volatility dividend yield
Employees 6 December 2004 5 years 2.73% 22.85% 6.20%
4 January 2005 5 years 2.66% 22.84% 6.20%

1 March 2005 5 years 3.37% 20.29% 6.20%

(a)

(o)

(c)

(d}

Expected life of the options

The expected life of the options used in the calculation represents the weighted average expected life of the options as measured
from the date of grant (the “"Measurement Date”).

Risk free interest rate

The risk free interest rate used in the calculation represents the weighted average yield of the relevant Hong Kong Exchange
Fund Notes corresponding to the expected life of the options as at the Measurement Date.

Expected volatility

The expected volatility used in the calculation represents the annualised volatility of the closing price of the Company for the last
12 months from the Measurement Date.

Expected dividend yield

The expected dividend yield used in the calculation represents the average dividend yield for the two financial years ended 30
June 2003 and 2004.
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Using the Black-Scholes Model in assessing the value of the share options granted during the year ended 30 June 2005, the options
would have an aggregate value of approximately $483,272 represented as follows:

Number of share options Estimated weighted Estimated value of options
granted during the year average value granted during the year
ended 30 June 2005 per option ended 30 June 2005

$ $

193,000 0.81 156,137

193,000 0.87 168,682

193,000 0.82 158,453

579,000 483,272

No adjustment has been made for possible future forfeiture of the options. The change in accounting policy following the adoption of
the new Hong Kong Financial Reporting Stantard 2 resulted in the recognition of the fair value of options granted as staff cost with a
corresponding increase in a capital reserve within equity. The equity amount is recognised in the capital reserve until either the options
are exercised (when it is transferred to the share premium account) or the options expire {(when it is released directly to retained

profits).

It should be noted that the value of options calculated using the Black-Scholes Model is based on various assumptions and is only an
estimate of the value of share options granted. It is possible that the financial benefit accruing to the grantee of an option will be
considerably different from the value determined under the Black-Scholes Model.

A summary of the principal terms of the Share Option Scheme is set out below pursuant to the requirements as contained in Chapter
17 of the Listing Rules:

(a)

{b)

{c)

Purpose

The purpose of the Share Option Scheme is to reward participants who have made a valuable contribution to the growth of the
Group and to enable the Group to recruit and/or to retain employees who are regarded as valuable to the Group or are expected
to be able to contribute to the business development of the Group.

Participants

Any employee, agent, consultant or representative of the Company or any of the subsidiaries, including any director of the
Company or any of the subsidiaries who has made valuable contribution to the growth of the Group based on his work experience,
industry knowledge, performance, business connections or other relevant factors, will be eligible to participate in the Scheme at
the invitation of the Directors.

Maximum number of shares available for issue

The Company can issue options so that the total number of shares that may be issued upon exercise of all options to be granted
under all the share option schemes does not in aggregate exceed 10% of the shares in issue on the date of adoption of the
Share Option Scheme. The Company may renew this limit at any time, subject to shareholders' approval and the issue of a
circular and in accordance with the Listing Rules provided that the number of shares to be issued upon exercise of all outstanding
options granted and yet to be exercised under all the share option schemes does not exceed 30% of the shares in issue from
time to time. At 28 August 2006, the number of shares available for issue in respect thereof is 11,834,500 shares which
represents approximately 2.03% of the issued ordinary shares of the Company.
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(d

(e}

(f

(9)

Maximum entitlement of each participant

The maximum entitlement for any participant is that the total number of shares issued and to be issued upon exercise of options
granted and to be granted in any 12-month period up to the date of the latest grant does not exceed 1% of the relevant class of
shares in issue.

Time of exercise of option

No option may be exercised later than 10 years after it has been granted and no option may be granted more than 10 years after
the date on which the Scheme is adopted by the Company in general meeting.

The Scheme does not specify any minimum holding period before the option can be exercised but the Board has the authority
to determine the minimum holding period when the options are granted.

Payment on acceptance of option

Acceptance of offer to grant an option shall be sent in writing together with a remittance in favour of the Company of $1.00 by
way of consideration for the grant must be received by the Secretary of the Company within 28 days from the date of the
making of such offer.

Basis of determining the exercise price

The option price per share payable upon the exercise of any option will be determined by the Directors upon the grant of such
option. It will be at least the higher of (i) the average closing price of a share as stated in the daily quotations sheets issued by
the Stock Exchange for the 5 business days immediately preceding the day of offer of such option; (i) the closing price of a
share as stated in the Stock Exchange's daily quotations sheet on the day of offer of such option, which must be a business day;
and (iii) the nominal value of a share.

Remaining life of the Scheme

The Share Option Scheme shall be valid and effective for a period of 10 years commencing from the adoption of the Scheme on
15 November 2002.

Disclosable interests and short positions of shareholders under the SFO

At 30 June 2006, the following parties (other than the Directors and chief executive of the Company) had interests of 5% or more in
the shares and underlying shares of the Company as recorded in the register required to be kept under section 336 of the SFO or as
notified to the Company:

Percentage

Number of shares

of shares to issued

Name of shareholder Note interested share capital
Cellular 8 Holdings Limited (“Cellular 8") 1and 2 306,439,472 52.58%
Sun Hung Kai Properties Limited {“SHKP") 1and 2 320,607,397 55.01%
HSBC International Trustee Limited ("HSBC") 3 321,599,708 55.18%
Marathon Asset Management Limited 49,328,840 8.46%
Brandes Investment Partners, L.P. 39,621,680 6.80%
Templeton Asset Management Limited 29,214,500 5.01%
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Notes:

For the purposes of the SFO, the interest of Cellular 8 in the 306,439,472 shares of the Company noted above against the name of Cellular 8 is
also attributed to SHKP on the basis that SHKP controls one-third or more of Cellular 8. The number of shares noted above against the name of
SHKP therefore duplicates the interest of Cellular 8.

For the purposes of the SFO, the same interest of Cellular 8 is also attributed to those subsidiaries of SHKP through which SHKP holds its interest
in Cellular 8. Those subsidiaries are TFS Development Company Limited and Fourseas Investments Limited.

For the purposes of the SFO, the interest of SHKP noted above against its name {and the interest of each of its subsidiaries noted above) is also
attributed to HSBC by reference to the interests in shares which HSBC holds {or deemed to hold) in SHKP. The number of shares noted above
against the name of HSBC therefore duplicates the interest of SHKP.

Save as disclosed above, no other parties had registered as having an interest of 5% or more in the shares or underlying shares of the
Company or having short positions as recorded in the register kept under section 336 of the SFO.

Sufficiency of public float
Based on the information that is publicly available to the Company and within the knowledge of its Directors, it is confirmed that there
is sufficient public float of the Company'’s shares in the market at the date of this report.

Purchase, sale or redemption of shares
At no time during the year ended 30 June 2006 was there any purchase, sale or redemption by the Company, or any of its subsidiaries,

of the Company’s shares.

Pre-emptive rights
There is no provision for pre-emptive rights under either the Company’s Bye-laws or the laws in Bermuda.

Management contracts
No contracts concerning the management and administration of the whole or any substantial part of the business of the Company

were entered into or existed during the year.

Major customers and suppliers
The percentages of the Group's purchases attributable to major suppliers are as follows:

Percentage of purchases attributable to the Group's largest supplier 9%
Percentage of purchases attributable to the Group's five largest suppliers 31%

None of the Directors and their associates had an interest in the major suppliers noted above.

During the year, the Group sold less than 30% of its total goods and services to its five largest customers.

Connected transactions

1.

Certain related party transactions as disclosed in note 32 to the financial statements also constituted connected transactions.
The following transactions between certain connected persons (as defined in the Listing Rules) and the Group have been
entered into and/or are continuing for which relevant announcements, if necessary, had been made by the Company in accordance
with the requirements of the Listing Rules.

{a)  Certain subsidiaries and associates of SHKP, the controlling shareholder of the Company, have leased premises to the
Group for use as offices, retail shops and warehouses and have granted licences to the Group for the installation of base
stations, antenna and telephone cables on certain premises owned by them. For the year ended 30 June 2008, rental,
licence fees and management fees paid and payable totalled $56,276,000.




(b)  Certain wholly-owned subsidiaries of SHKP provided general insurance services to the Group. For the year ended 30 June
2006, insurance premiums paid and payable were $5,436,000.

{c)  New-Alliance Asset Management (Asia) Limited, an associate of SHKP up to 2 May 2006, has been appointed as the
investment manager of the Group’s Occupational Retirement Scheme since October 1999. For the year ended 30 June
2006, no fee was paid by the Group as New-Alliance Management (Asia) Limited was remunerated by way of fee levied
on mutual funds to which the Group's Occupational Retirement Scheme subscribes.

The above transactions have been reviewed by the Company’s Independent Non-Executive Directors. The Independent Non-
Executive Directors confirmed that these continuing connected transactions were entered into by the Group in the ordinary and
usual course of business and on normal commercial terms or on terms no less favourable than terms available from independent
third parties.

The Independent Non-Executive Directors also confirmed that the transactions were entered into in accordance with the
agreements governing such transactions on terms that are fair and reasonable and in the interests of the shareholders of the
Company as a whole.

The auditors of the Company further confirmed that the continuing connected transactions (i) have received the approval of the
Company's Board of Directors; (i) have been entered into in accordance with the relevant agreements governing the transactions:
and (i) have not exceeded the cap for each category disclosed in previous announcement.

2. At 30 June 2006, the Group had an interest in an associated company, the major shareholder of which is a subsidiary of SHKP.
The principal activity of the associated company is to invest in an equity fund which primarily invests in technology related
companies in the People’s Republic of China.

The above disclosure of the continuing connected transactions of the Group has complied with the disclosure requirements in accordance
with the Listing Rules.

Auditors

The financial statements have been audited by PricewaterhouseCoopers who retire and, being eligible, offer themselves for re-
appointment. As recommended by the Audit Committee, a resolution for their re-appointment as auditors of the Company will be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
Raymond Kwok Ping-luen
Chairman

Hong Kong, 28 August 2006
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The Company is committed to building and maintaining high standards of corporate governance. Throughout the financial year ended
30 June 2006, the Company has applied the principles and complied with the requirements set out in the Code on Corporate Governance
Practices {the “CG Code”) contained in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) with the only deviation from code provision A.4.1 in respect of the service term of non-executive
directors. Non-Executive Directors of the Company are not appointed with specific term but they are required to retire from office by
rotation and are subject to re-election by shareholders at annual general meeting at least once in every three years.

In order to bring the Bye-laws of the Company in alignment with the provisions of the CG Code, certain amendments to the Bye-laws
are proposed by the Directors for approval by shareholders at the forthcoming Annual General Meeting.

The Board will continue to monitor and review the Company’s corporate governance practices to ensure compliance with the CG
Code.

The Board

Roles of Directors
The Board assumes responsibility for leadership and control of the Company and is collectively responsible for promoting the success
of the Company. The principle roles of the Board are:

. to lay down the Group's objectives, strategies and policies;
. to monitor operating and financial performance; and
. to set appropriate policies to manage risks in pursuit of the Group’s strategic objectives.

The Board has delegated the day-to-day operation responsibility to the management under the supervision of the Chief Executive
Officer and various Board committees.

Composition
The Board of Directors, which currently comprises 12 Directors, is responsible for supervising the management of the Group.

The presence of 10 Non-Executive Directors, of whom 4 are independent, is considered by the Board to be a reasonable balance
between Executive and Non-Executive Directors.

The Non-Executive Directors who offer diversified expertise and experience, contribute significantly to the important function of
advising management on strategy and policy development. They also serve to ensure that the Board maintains high standards of
financial and other mandatory reporting as well as to provide adequate checks and balances for safeguarding the interests of the
shareholders and the Company as a whole.

Except for those relationships disclosed in the biographical details of the Directors set out on pages 39 to 42 of this Annual Report, the
Directors have no other financial, business, family or other material/relevant relationships with each other.

The Board has received from each Independent Non-Executive Director a written annual confirmation of their independence and is
satisfied with their independence in accordance with the Listing Rules.

The Company maintains appropriate liability insurance to indemnify its Directors for their liabilities arising out of corporate activities.
The insurance coverage is reviewed on an annual basis.
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Appointment and re-election of Directors
All Directors, including the Chairman and the Chief Executive Officer, are required to retire from office by rotation and are subject to re-
election by shareholders at annual general meeting once every three years.

Under the Company’s Bye-laws, one-third of the Directors, who have served longest on the Board, must retire and be eligible for re-
election at each annual general meeting. As such, no director has a term of appointment longer than three years. To further enhance
accountability, any further re-appointment of an Independent Non-Executive Director who has served the Company’s Board for more
than 9 years will be subject to separate resolution to be approved by shareholders.

Directors appointed to fill casual vacancy shall hold office only until the first general meeting after their appointment, and shall be
subject to re-election by shareholders.

Directors’ duties

All Directors must keep abreast of their collective responsibilities as Directors and of the business and activities of the Group. As such,
briefings are provided and organised to ensure that the newly appointed Directors are familiar with the role of the Board, their legal and
other duties and responsibilities as Director as well as the business and corporate governance practices of the Group. The Company
Secretary will continuously update all Directors on latest developments regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance of the same by all Directors.

Chairman and Chief Executive Officer

In order to reinforce their respective independence, accountability and responsibility, and to avoid power being concentrated in any
one individual, the role of the Chairman is separate from that of the Chief Executive Officer. The Chairman of the Group is Mr.
Raymond Kwok Ping-luen and the Chief Executive Officer of the Group is Mr. Douglas Li. Their respective responsibilities are clearly
established and defined by the Board in writing. The Chairman is responsible for ensuring that the Board is functioning properly, with
good corporate governance practices and procedures, whilst the Chief Executive Officer, supported by the Executive Director and
senior management, is responsible for managing the Group's businesses, including the implementation of major strategies and
initiatives adopted by the Board.

Board process

With effect from the financial year commencing 1 July 2005, the Board of Directors meets regularly at least 4 times every year. The
Directors participated in person or through electronic means of communication. At least 14 days notice of all board meetings were
given to all Directors, who were given an opportunity to include matters in the agenda for discussion. The finalised agenda and
accompanying board papers were sent to all Directors at least 3 days prior to the meeting.

During regular meetings of the Board, the Directors discuss the overall strategy as well as the operation and financial performance of
the Group. The Board has reserved for its decision or consideration matters covering overall Group strategy, major acquisitions and
disposals, annual budgets, annual and interim results, approval of major capital transactions and other significant operational and
financial matters. Board meetings are scheduled one year in advance to facilitate maximum attendance of Directors. All Directors are
kept informed on a timely basis of major changes that may affect the Group's businesses, including relevant rules and regulations.
Directors can also seek independent professional advice in performing their duties at the Company’s expense, if necessary.

The Company Secretary records the proceedings of each board meeting in detail by keeping detailed minutes, including all decisions
by the Board together with concerns raised and dissenting views expressed (if any). All minutes are open for inspection at any
reasonable time on request by any Director.
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The Board held 4 regular meetings during the financial year ended 30 June 2006. Attendance of the individual Director at Board
meetings held during the year is as follows:

Directors Number of Board meetings attended

Executive Directors
Mr. Douglas Li (Chief Executive Officer) 4/4
Mr. Patrick Chan Kai-lung 4/4

Non-Executive Directors

Mr. Raymond Kwok Ping-luen (Chairman) 4/4
Mr. Ernest Lai Ho-kai 4/4
Mr. Michael Wong Yick-kam 4/4
Mr. Andrew So Sing-tak 3/4
Mr. Cheung Wing-yui 3/4
Mr. David Norman Prince 4/4

Independent Non-Executive Directors

Mr. Eric Li Ka-cheung 4/4
Mr. Ng Leung-sing 4/4
Dr. Sachio Semmoto* 1
Mr. Yang Xiang-dong 2/4
Mr. Eric Gan Fock-kin** 2/3

*  Retired as Director on 4 November 2005
**  Appointed as Director on 1 December 2005

Board Committees
The Board has established the following committees with defined terms of reference, which are of no less exacting terms than those
set out in the CG Code.

Board Supervisory Committee (the”BSC")

The Board has delegated the duties of overseeing management performance, monitoring execution of business plans and initiatives,
and ensuring adherence to corporate objectives to the BSC. Members of the BSC are made up of the Chairman of the Board, the Chief
Executive Officer, the Executive Director and senior executives of the Company. Non-Executive Directors are welcomed to join the
BSC at their discretion.

The BSC meets regularly throughout the year on a monthly basis to review and monitor the overall strategy implementation as well as
the business operation and financial performance of the Group and to properly inform the Board of the status of such operations and
performance. BSC meetings are scheduled in advance to facilitate maximum attendance of Directors/members.

Remuneration Committee
The chairman of the Committee is Mr. Eric Li Ka-cheung, an Independent Non-Executive Director of the Company and other members
include Mr. Ng Leung-sing and Mr. Andrew So Sing-tak, the majority being Independent Non-Executive Directors of the Company.

The Remuneration Committee is responsible for formulating and recommending to the Board the remuneration policy, determining
the remuneration of executive directors and members of senior management of the Group, as well as reviewing and making
recommendations on the Company’s share option scheme, bonus structure and other compensation-related issues. The Committee
consults with the Chairman and/or the Chief Executive Officer on its proposals and recommendations, and also has access to professional
advice if deemed necessary by the Committee. The Committee is also provided with other resources enabling it to discharge its
duties. The specific terms of reference of the Remuneration Committee is available on request and also accessible on the Company's
website.
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Remuneration policy for Directors

The primary goal of the remuneration policy for executive directors and senior management is to enable the Company to retain and
motivate executive directors and senior management by linking their compensation with performance as measured against corporate
objectives.

The principal elements of the Company’s executive remuneration package include basic salary, discretionary bonus and share option.
In determining guidelines for each compensation element, the Company will made reference to market remuneration surveys on
companies operating in similar businesses.

The remuneration of non-executive directors, mainly comprising directors’ fees, is subject to annual assessment with reference to the
market standard and recommendation will be made by the Committee for shareholders’ approval at annual general meeting.
Reimbursement is allowed for out-of-pocket expenses incurred in connection with the performance of their duties including attendance
at Company meetings.

Nomination Committee
The chairman of the Committee is Mr. Eric Gan Fock-kin, an Independent Non-Executive Director of the Company and other members
include Mr. Ng Leung-sing and Mr. David Norman Prince, the majority being Independent Non-Executive Directors of the Company.

The Nomination Committee is responsible for formulating nomination policy, and making recommendations to the Board on nomination
and appointment of directors and board succession. The Committee will also review the size, structure and composition of the Board.
The Committee is provided with sufficient resources enabling it to discharge its duties. The specific terms of reference of the Nomination
Committee is available on request and also accessible on the Company’'s website.

The Nomination Committee has reviewed and recommended the re-appointment of the retiring Directors for shareholders' approval
at the forthcoming Annual General Meeting.

Audit Committee

The Audit Committee is accountable to the Board and assists the Board in meeting its responsibilities for ensuring compliance with
the financial reporting obligations and corporate governance requirements as well as reviewing the effectiveness of the Company's
system of internal control.

The Audit Committee, established in 1999, is currently chaired by Mr. Eric Li Ka-cheung, an Independent Non-Executive Director with
professional accounting expertise, and the other members are Mr. Ng Leung-sing, Mr. Eric Gan Fock-kin and Mr. Michae! Wong Yick-
kam, with the majority being Independent Non-Executive Directors of the Company. The Committee members possess appropriate
business or financial expertise and experience to provide relevant advice and recommendations to the Company.

The Audit Committee’s primary duties include ensuring the Group's financial statements, annual and interim reports, and the auditors’
report present a true and balanced assessment of the Group's financial position; reviewing the Group’s financial control, internal
control and risk management systems; reviewing the Group's financial and accounting policies and practices; and recommending the
appointment and remuneration of external auditors. Other duties of the Audit Committee are set out in its specific terms of reference,
which is available on request and also accessible on the Company’s website. The Audit Committee is provided with sufficient resources
enabling it to discharge its duties.

The Audit Committee met 2 times during the financial year ended 30 June 2006 to review with senior management and the Company's
internal and external auditors the Group's significant internal controls and financial matters as set out in the Committee’s terms of
reference. The Committee's review covered the audit plans and findings of internal and external auditors, external auditor’s independence,
the Group's accounting principles and practices, listing rules and statutory compliance, internal controls, risk management and financial
reporting matters {including the interim and annual accounts for the Board's approval).

SmarTone Telecommunications Holdings Limited




. Corporate Governance Report

Attendance of the individual Director at Audit Committee meetings held during the year is as follows:

Directors Number of meetings attended
Mr. Eric Li Ka-cheung (Chairman) 2/2
Mr. Ng Leung-sing 2/2
Mr. Michael Wong Yick-kam 2/2
Dr. Sachio Semmoto* 0/1
Mr. Eric Gan Fock-kin** 0N

*  Retired as Director on 4 November 2005
**  Appointed as Director on 1 December 2005

The Audit Committee also held meetings on 8 and 17 August 2006 and reviewed the relevant financial statements as well as the
internal audit reports of the Group for the year ended 30 June 2006. The Committee is content that the accounting policies and
methods of computation adopted by the Group are in accordance with the current best practice in Hong Kong. The Committee found
no unusual items that were omitted from the financial statements and was satisfied with the disclosures of data and explanations
shown in the financial statements.

External auditors’' independence
In order to further enhance independent reporting by external auditors, part of the aforementioned meetings was attended only by the
Committee members and external auditors in the absence of the management.

The nature and ratio of annual fees to external auditors for non-audit services and for audit services are subject to scrutiny by the Audit
Committee. The provision of non-audit services by the external auditors requires prior approval of Audit Committee so as to ensure
that the independence and objectivity of the external auditors will not be impaired. Details of the fees paid or payable to the auditors
for the financial year ended 30 June 2006 are as follows:

HK$

Total audit fee
- interim review and final audit 1,632,000
Other services 831,000
Total fees 2,463,000

The Committee received written confirmation from PricewaterhouseCoopers on their independence and objectivity as required under
the Professional Ethics Statement 1.203A “Independence for Assurance Engagements” issued by the Hong Kong Institute of Certified
Public Accountants before commencement of the annual audit of the Group’s financial statements for the year ended 30 June 2006.

The Committee is satisfied with the findings of their review of the audit fees, process and effectiveness, independence and objectivity
of PricewaterhouseCoopers and has recommended the Board to propose a resolution of their re-appointment as the Company’s
external auditors at the forthcoming Annual General Meeting.

Directors’ and auditors’ responsibilities for the accounts

The Board is responsible for presenting a balanced, clear and comprehensible assessment of the Group's performance and prospects.
The Directors are responsible for the preparation of accounts which give a true and fair view of the state of affairs and of the resuits
and cash flows of the Group on a going concern basis. The Company'’s accounts are prepared in accordance with all relevant statutory
requirements and applicable accounting standards. The Directors are responsible for ensuring that appropriate accounting policies are
selected and applied consistently and that judgments and estimates made are prudent and reasonable. The Directors are also responsible
for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of the Group.

The responsibilities of the auditors for the accounts are set out in the Auditors’ Report on page 45 of this Annual Report.
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Internal control
The Directors are responsible for the internal control of the Group and for reviewing its effectiveness.

The internal control system of the Group comprises a comprehensive organisational structure and delegation of authorities, with
responsibilities of each business and operational units clearly defined and authorities assigned to individuals based on experience and
business need.

Control procedures have been designed to safeguard assets against unauthorised use and disposition; ensure compliance with relevant
laws, rules and regulations; ensure proper maintenance of accounting records for provision of reliable financial information used
within the business or for publication; and to provide reasonable assurance against material misstatement, loss or fraud.

The overall risk management functions of the Group are under the responsibility of the Operations Committee, comprising the Chief
Executive Officer, Executive Director, Chief Technology Officer and heads of key business and operational units. There are established
control procedures to identify, assess, control and report on each of the 4 major types of risks consisting of business and market risk,
compliance risk, financia! and treasury risk, and operational risk.

Internal audit plays an important role in the internal control framework. The Group has an internal audit team, staffed with 7 qualified
professionals, which is an independent function reports directly to the Audit Committee and the Chief Executive Officer. The work of
internal audit includes financial and operations reviews, recurring and surprise audits, fraud investigations and productivity efficiency
and effectiveness reviews. Internal audit derives its annual audit plan using a risk assessment methodology and taking into account
the business nature of the Group. The plan is reviewed and approved by the Audit Committee, who ensures that adequate resources
are deployed and the plan objectives are adequate to cover major risks affecting the Group. !n addition, there is regular dialogue with
the Group's external auditors so that both are aware of the significant factors which may affect their respective scope of work.

A review of the effectiveness of the Group’s system of internal control covering all key controls, including financial, operational and
compliance and risk management controls, is conducted annually. For the year ended 30 June 2008, internal audit conducted the
review based on a framework which assesses the Group's internal controt system against contro! environment, risk management and
control and monitoring activities on all major business and operational processes. The examination consisted of enquiry, discussion
and validation through observation and inspection. The result of the review has been reported to the Audit Committee and the Board,
and areas of improvement have been identified and appropriate measures have been put in place to manage the risks.

With respect to procedures and internal controls for handling and dissemination of price-sensitive information, a strict prohibition on
unauthorised use of confidential or insider information is included in the code of conduct of the Group. Employees who are privy or
have access to unpublished price-sensitive information of the Group has also been notified on the adoption of the “Model Code for
Securities Transactions by Senior Management and relevant Employees” by the Company in 2006 and on observing the restrictions
pursuant to the Securities (Insider Dealing) Ordinance.

Compliance with Model Code for Securities Transactions

The Group adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 of the Listing Rules as the code of conduct regarding directors’ transactions in the securities of the Company. Similar
code has also been adopted for relevant employees, who may be in possession of unpublished price-sensitive information, in dealing
with the Company's securities. Upon specific enquiry, each Director had confirmed that during the year ended 30 June 20086, they had
fully complied with the required standard set out in the Model Code regarding securities transactions and there was no event of non-
compliance.

Investor relations
To manage its relationship with investment community, the Group meets regularly with the press and financial analysts and participates
frequently in other conferences and presentations. The Company also communicates to its shareholders through announcements and

annual and interim reports. All such reports and announcements can also be accessed via the Company’s website. The Directors,
Company Secretary or other appropriate members of senior management also respond to inquiries from shareholders and investment
community promptly.
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Ml Directors and Management Executives Profile

Directors

Raymond KWOK Ping-luen, Chairman & Non-Executive Director

Mr. Raymond Kwok {aged 53}, was appointed as Director of the Group in April 1992. He holds a Master of Arts degree in Law from
Cambridge University, a Master degree in Business Administration from Harvard University, an Honorary Doctorate degree in Business
Administration from The Open University of Hong Kong and an Honorary Doctorate degree in Laws from The Chinese University of
Hong Kong. He is Vice Chairman and Managing Director of Sun Hung Kai Properties Limited (“SHKP"}, the controlling shareholder of
the Company, Chairman of SUNeVision Holdings Ltd. {(a subsidiary of SHKP), a director of Transport International Holdings Limited {an
associate of SHKP) and an independent non-executive director of Standard Chartered Bank (Hong Kong) Limited.

In civic activities, Mr. Kwok is a director of The Real Estate Developers Association of Hong Kong, a member of the General Committee
of The Hong Kong General Chamber of Commerce, a member of the Hong Kong Port Development Council, Vice Chairman of the
Council of The Chinese University of Hong Kong.

Douglas LI, Executive Director & Chief Executive Officer

Mr. Douglas Li (aged 52), was appointed Director and Chief Executive Officer of the Group in July 2001. Mr. Li had served as the
Group's founding CEO from its inception in 1992 until 1996. During that time with the Group, Mr. Li oversaw the rapid expansion and
service innovations that laid the foundation for what the Company is today. In addition to his experience in mobile communications,
Mr. Li has considerable experience in corporate finance and direct investment. Mr. Li graduated in Pharmacology from the University
of London and is a Chartered Accountant. He worked for KPMG Peat Marwick in both London and Hong Kong, and joined Morgan
Grenfell in Hong Kong in 1986. In 1989 Mr. Li joined SHKP and was responsible for corporate finance, direct investment and new
business development. Mr. Li was Managing Director of Suez Asia Holdings in Hong Kong until he re-joined the Company in July 2001.

Patrick CHAN Kai-lung, Executive Director

Mr. Patrick Chan (aged 46), was appointed Director of the Group in October 1996. Mr. Chan was the manager of the Strategic
Development Department of SHKP before his appointment as Executive Director of the Company in March 2002. Prior to joining
SHKP in 1990, he held various positions in the areas of research and investment at leading international banking groups. From
December 1994 to May 1996, he was seconded as a full-time member to the Central Policy Unit of the Hong Kong Government. Mr.
Chan has over 20 years’ experience in finance, investment, planning and investor relations. Mr. Chan holds a Bachelor of Economics
{Hon.) degree from the University of Sydney, Australia and a Master of Economics degree from the Australian National University.

Ernest LAl Ho-kai, Non-Executive Director

Mr. Ernest Lai (aged 53), was appointed Director of the Company in November 1998. Mr. Lai is the Company Secretary of SHKP.

Michael WONG Yick-kam, Non-Executive Director

Mr. Michael Wong (aged 54), was appointed Director of the Company in October 2001. He obtained his Bachelor's and Master'’s
degrees in Business Administration from The Chinese University of Hong Kong.

Mr. Wong is an executive director of SHKP and is currently responsible for SHKP’s strategic planning, corporate development,
infrastructure projects, financial investments and relations with the investment community. Mr. Wong is Deputy Chairman of RoadShow
Holdings Limited, an executive director of SUNeVision Holdings Ltd. and a non-executive director of USI Holdings Limited.

In community service, Mr. Wong is Chairman of the Hong Kong Youth Hostels Association.

Andrew SO Sing-tak, Non-Executive Director

Mr. Andrew So (aged 41), was appointed Director of the Company in April 2002. Mr. So is the Chief Executive Officer of SUNeVision
Holdings Ltd. and also the Special Assistant to Mr. Raymond Kwok, Vice Chairman and Managing Director of SHKP.
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Mr. So holds both a BA from Harvard University and a MBA from Harvard Business School and he has over 15 years’ experience in
management and technology consulting, having worked extensively in the USA, UK, Hong Kong and elsewhere in Asia, formulating
and executing strategies for companies in diverse industries.

Prior to joining SHKP Group, Mr. So was Senior Vice President and Managing Director — Greater China, with Digitas Asia Limited,
subsidiary of a Nasdag-listed systems integrator and web solutions provider headquartered in Boston, Massachusetts. He set up
Digitas’ first office in Asia to serve global and local clients. Before that, Mr. So held the position of Managing Director —
Telecommunications, with Scient, a technology solutions provider based in San Francisco, where he led business development and
solution delivery for Asian Telecom and Internet clients. He has also worked for the international consulting and systems integration
firms Accenture and Cap Gemini, in the USA and Europe.

CHEUNG Wing-yui, Non-Executive Director

Mr. Cheung Wing-yui {aged 56), was appointed Director of the Company in March 2003. Mr. Cheung is a director of a number of other
publicly listed companies in Hong Kong, namely being non-executive director of Tai Sang Land Development Limited, Taifook Securities
Group Limited, Tianjin Development Holdings Limited and Shanghai Real Estate Limited, and being independent non-executive director
of Hop Hing Holdings Limited, Ching Hing (Holdings) Limited, Agile Property Holding Limited, Ping An Insurance (Group) Company of
China, Limited. He is also a non-executive director of SUNeVision Holdings Ltd.

Mr. Cheung was the vice-chairman of the Mainland Legal Affairs Committee of the Law Society of Hong Kong until January 2006 and
was a director of Po Leung Kuk. He is currently a member of the Board of Review (Inland Revenue), co-chairman of The Community
Chest Corporate Challenge Organising Committee, a member of Campaign Committee of the Community Chest, a council member of
The Open University of Hong Kong and a fellow member of the Institute of Directors. Mr. Cheung received a Bachelor of Commerce
degree in accountancy from the University of New South Wales, Australia and is a member of the Australian Society of CPAs. Mr.
Cheung has been a practising solicitor in Hong Kong since 1979 and is a consultant of the law firm Woo, Kwan, Lee & Lo. He was
admitted as a solicitor in the United Kingdom and as an advocate and solicitor in Singapore.

David Norman PRINCE, Non-Executive Director

Mr. David Prince (aged 55), was appointed Director of the Company in July 2005. Mr. Prince has over 10 years' experience of operating
at board level in an international environment, was until recently Group Finance Director of Cable and Wireless plc.

Prior to his appointment as Group Finance Director of Cable and Wireless plc. in July 2002, Mr. Prince spent some 12 years working
in the Hong Kong telecommunications market. From 1994 to 2000 he was Finance Director and latterly Deputy Chief Executive
Officer of Hong Kong Telecommunications Limited and played a key role in developing this business leading to the sale of the
company to PCCW Limited in 2000. He went on to join PCCW Limited as Group Chief Financial Officer primarily focused on the
integration of the companies following the acquisition, and arranging for refinancing of the group.

Mr. Prince is currently a non-executive director and chairman of the audit committee for Ark Therapeutics plc. — a UK based specialist
healthcare group and a non-executive director of Adecco SA which is the global leader in human resources services. He is also a
visiting research fellow with the University of Bath’s School of Management in the UK.

Eric LI Ka-cheung, JF Independent Non-Executive Director

Mr. Eric Li (aged 53), GBS, OBE, J.P, LLD, DSocSc., B.A., FCPA {Practising), FCA, FCPA (Aust.), FCIS, was appointed Director of the
Company in October 1996. Mr. Li is the senior partner of Li, Tang, Chen & Co., Certified Public Accountants, an independent non-
executive director of Transport International Holdings Limited, Wong's International (Holdings} Limited, CATIC International Holdings
Limited, Hang Seng Bank Limited, China Resources Enterprise Limited, Roadshow Holdings Limited, Sinochem Hong Kong Holdings
Limited and Strategic Global Investments plc., and a non-executive director of SHKP. Mr. Li is a member of The 10th National Committee
of Chinese People’s Political Consultative Conference, a former member of the Legislative Council of Hong Kong and Chairman of its
Public Accounts Committee. He was also a past president of the Hong Kong Institute of Certified Public Accountants (formerly Hong
Kong Society of Accountants).
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NG Leung-sing, JP, Independent Non-Executive Director

Mr. Ng Leung-sing (aged 57), was appointed Director of the Company in June 1997. Mr. Ng is a member of the managing board of The
Kowloon-Canton Railway Corporation, Hong Kong and the Vice Chairman of The Chiyu Banking Corporation Limited.

Mr. Ng had been appointed as the Chinese Representative of the Sino-British Land Commission and the trustee of Hong Kong
Government Land Fund from 1988 to 1997. He was the executive director and general manager of The China and South Sea Bank
Limited, Hong Kong from 1990 to 1998. Mr. Ng is a member of the Corporate Contribution Programme Organisation Committee of the
Hong Kong Community Chest since 1992. Moreover, Mr. Ng has been appointed as a member of the Hong Kong Housing Authority
since 1996. Mr. Ng was a member of the Legislative Council of Hong Kong from 1996 to 2004.

Mr. Ng has been a director of Bank of China Group Charitable Foundation Limited since 1996, a member of Mandatory Provident Fund
Schemes Advisory Committee since 1998, and a member of Admission of Talents Scheme Selection Committee since 1999. In the
same year, Mr. Ng was a committee member of Hong Kong Council of Social Services, and a member of The Council & The Court of
The Lingnan University. Mr. Ng is also a member of Fisheries Development Loan Fund Advisory Committee since 2001. He was aiso
appointed as the Justice of the Peace in 2001. In 2004, Mr. Ng was awarded the Silver Bauhinia Star by the HKSAR government.

YANG Xiang-dong, /ndependent Non-Executive Director

Mr. Yang Xiang-dong (aged 41), was appointed Director of the Company in December 2003. He is the Managing Director and Co-head
of Asia of The Carlyle Group, focusing on Asian buyout opportunities.

Prior to joining The Carlylé Group, Mr. Yang spent nearly 10 years at Goldman Sachs, and was Managing Director, co-head of private
equity investments for Asia ex-Japan and a member of Goldman’s Asia Operating Committee. Mr. Yang has led a number of prominent
private equity deals in Asia including Goldman's investments in Kookmin Bank of Korea and China Netcom Corporation.

M. Yang received his M.B.A. from Harvard Business School and his B.A. degree in Economics from Harvard College.

Mr. Yang is also on the boards of non-listed companies, namely Boto International Holdings Limited and Pacific China Holdings
Limited.

Eric GAN Fock-kin, /ndependent Non-Executive Director

M. Eric Gan (aged 43), was appointed Director of the Company in December 2005. Mr. Gan is a co-founder of eAccess Ltd. in Japan
and now the Chief Financial Officer of the company. He graduated from Imperial College, University of London and has over 16 years’
experience in the financial industry specialising in the telecommunication sector. Mr. Gan joined Goldman Sachs (Japan) in 1993 and
was made managing director in 1999.

Over the past years in eAccess Ltd., Mr. Gan was responsible for various private equity financings and merger and acquisition transactions
for the company. He has recently taken up the CFQO position of eAccess Ltd.’s new mobile telecom subsidiary — eMobile Limited.

Prior to joining eAccess Ltd., Mr. Gan participated in many telecommunication IPOs and fund raising exercises in Japan and Asia. He
has also been involving in many major telecom advisory projects in Japan and Asia over the last 10 years.
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Members of Operations Committee
Stephen Chau, Chief Technology Officer

Mr. Stephen Chau is a technology veteran in telecommunications with over 20 years' experience. Prior to joining the Group, he was with
HK Telecom CSL for more than 6 years, responsible for radio network planning and development. From 1995 to 1996, Mr. Chau was a
member of the Radio Spectrum Advisory Committee under the Office of the Telecommunications Authority. He was also a member of
the Advisory Committee of the Information Engineering Department of The Chinese University of Hong Kong. He is a member of the
Institute of Electrical Engineers, UK and the Institute of Engineers, Australia, as well as a Chartered Engineer of Institute of Electrical
Engineers, UK. Mr. Chau holds a Bachelor degree in Electronic Engineering from The Chinese University of Hong Kong.

Rita Hui, General Manager, Human Resources

Ms. Rita Hui has more than 20 years’ experience in human resources, administration and sales operations, as well as logistics gained
from local and multi-national corporations. Before joining the Group in 1995, Ms. Hui was the Regional Personnel Manager for the Asia
Pacific zone of an international manufacturing company where she had served for more than 10 years. She is a member of Education
Working Party of the Hong Kong Retail Management Association. Ms. Hui has been supporting the Hong Kong Baptist University for
their Human Resources Management Mentoring Programme and she is also a member of the Electronics and Telecommunications
Training Board of Vacational Training Council. She received her Joint Diploma in Personnel Management from the Hong Kong Polytechnic
and the Hong Kong Management Association.

Alex Ip, Chief Executive Officer of SmarTone (Macau)

Dr. Alex Ip has over 18 years' experience in international telecommunications. Prior to joining the Group, Dr. Ip was in charge of the
internet and multimedia strategic relations in Asia Pacific for British Telecom (“BT"), with responsibility for developing BT’s investment
strategy and business in the region. Dr. Ip holds a Ph.D. in Data Communications from Loughborough University in the UK and is a
Chartered Engineer. He is also a member of the Institution of Electrical Engineers and the Institute of Electrical and Electronic Engineers.

Chris Lau, Director of Future Services

Mr. Chris Lau has over 20 years’ experience in telecommunications products and services development. Before joining the Group in
1992, he had held various product development positions in both mobile and fixed network operators in North America and Hong
Kong. Mr. Lau is a Chartered Engineer and member of the Institute of Electrical Engineers, UK and Association of Professional
Engineers of Ontario, Canada. Mr. Lau holds a Bachelor degree in Electrical and Electronics Engineering from the Institute of Science
& Technology, University of Manchester, UK and High Diploma of Management Studies from City Polytechnic of Hong Kong.

Francis Tsui, Head of Business Markets, Business Markets

Mr. Francis Tsui has extensive experience in sales and marketing in North America, Hong Kong and China. Prior to joining the company,
Mr. Tsui was the Vice President of Business Operations in Fuji Xerox China Limited where he worked for 20 years. Mr. Tsui holds a
Bachelor of Economics (Hon.) degree from McMaster University, Canada and a Master of Business Administration degree from York
University, Canada.

Christine Wai, General Manager, Consumer Market, Marketing Division

Ms. Christine Wai has 16 years’ experience in sales and marketing. Prior to joining the Group, Ms. Wai was in charge of interactive
development and marketing for American Express International Asia Pacific Australia region where she was responsible for developing
the interactive strategy and business for 10 countries in the region. She also managed the credit card portfolio for the Hong Kong
market. Ms. Wai holds a Bachelor of Arts degree in Chemistry and Economics from the University of California Berkeley, California,
USA and Master of Business Administration degree from Columbia University Graduate School of Business, New York, USA.
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o Group Financial Summary

{Expressed in Hong Kong dollars in millions except per share amounts)

2006 2005 2004 2003 2002
(restated) (restated) (restated) (restated)
Consolidated profit and loss account
Revenues 3,779 3,619 3,367 2,832 2,401
Profit attributable to equity holders
of the Company 70 327 452 366 59
Earnings per share ($) 0.12 0.56 0.77 0.63 0.10
Dividends
Total dividend 70 227 309 2,315 41
Total per share for the year ($) 0.12 0.39 0.53 0.47 0.07
Special cash dividend per share ($) Nil Nil Nil 3.50 Nil
Consolidated balance sheet
Non-current assets 2,848 3,529 3,650 2,945 2,968
Net current assets 1,351 665 484 2,961 2,676
Total assets less current liabilities 4,199 4,194 4,134 5,906 5,644
Non-current liabilities (750) (704) (676) (582) (521)
Minority interests (23) (23) 21) (20) (17)
Net assets 3,426 3,467 3,437 5,304 5,106
Share capital 58 58 58 58 58
Reserves 3,368 3,409 3,379 5,246 5,048
Total equity attibutable to equity holders
of the Company 3,426 3,467 3,437 5,304 5,106

Note: The results for each of the four years ended 30 June 2002, 2003, 2004 and 2005 and the assets and liabilities as at 30 June 2002, 2003, 2004 and
2005 have been restated to reflect the effect of the adoption of HKAS 16, HKAS 38 and HKFRS 2 issued by HKICPA as explained in note 3 to the
consolidated financial statements.
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Bl Report of the Auditors

To the shareholders of
SmarTone Telecommunications Holdings Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 46 to 98 which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of directors and auditors
The directors of the Company are responsible for the preparation of financial statements which give a true and fair view. In preparing

financial statements which give a true and fair view it is fundamental that appropriate accounting policies are selected and applied
consistently.

[t is our responsibility to form an independent opinion, based on our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with Section 90 of Companies Act 1981 of Bermuda, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the contents of this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgements made by the directors in the preparation of
the financial statements, and of whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adeguately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

Opinion

[n our opinion the financial statements give a true and fair view of the state of affairs of the Company and of the Group as at 30 June
2006 and of the profit and cash flows of the Group for the year then ended and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 August 2006
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. Consolidated Profit and Loss Account

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

2006 2005
Note $000 $000
(restated)
Mobile services 2,871,065 2,634,787
Mobile telephone and accessory sales 908,150 984,705
Revenues 6 3,779,215 3,619,492
Cost of goods sold and services provided 8 (1,510,161) (1,456,340)
Gross profit 2,269,054 2,163,152
Other gains 7 14,045 26,419
Network costs 8 (575,249) {503,300)
Staff costs 8 (367,633) (365,588)
Sales and marketing expenses (252,186} (227,986)
Rental and utilities 8 (128,410) (109,507)
Other operating expenses 8 (143,598) (125,931)
Depreciation, amortisation and loss on disposal 8 (710,998) (515,255)
Operating profit 105,025 342,004
Finance income 9 56,287 48,722
Finance costs 10 (69,659) (39,806)
Profit before income tax 91,653 350,920
Income tax expense 11 (a) (7,768) (13,705)
Profit after income tax 83,885 337,215
Attributable to:
Equity holders of the Company 70,020 326,944
Minority interests 13,865 10,271
15 83,885 337,215
Earnings per share for profit attributable to the equity
holders of the Company during the year 17
{expressed in $ per share)

Basic $0.12 $0.56
Diluted $0.12 $0.56
Dividends 16
In respect of the year 69,935 227,288
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Bl Consolidated Balance Sheet

At 30 June 2006
{Expressed in Hong Kong dollars)

2006 2005
Note $000 $000
{restated)
Non-current assets
Fixed assets 18 1,924,064 2,053,039
Interest in an associate 20 1,812 29,469
Financial investments 21 72,224 744,898
Intangible assets 22 799,959 693,710
Deposits and prepayments — non-current portion 24 44,296 —
Deferred income tax assets 27 5,450 8,311
2,847,805 3,529,427
Current assets
Inventories 23 78,572 189,100
Financial investments 21 660,237 390,895
Trade receivables 24 151,895 168,116
Deposits and prepayments — current portion 24 75,291 117,158
Other receivables 24 30,435 33,528
Cash and bank balances 25 1,358,660 765,212
2,356,090 1,664,009
Current liabilities
Trade payables 26 158,225 137,317
Other payables and accruals 26 663,530 708,518
Current income tax liabilities 11 (¢) 28,032 6,956
Customers’ deposits 26,342 23,085
Deferred income 76,434 72,915
Mobile licence fee liabilities — current portion 3(a), 28 52,407 50,000
1,004,970 998,791
Net current assets 1,351,120 665,218
Total assets less current liabilities 4,198,925 4,194,645
Non-current liabilities
Asset retirement obligations 3(a) 38,328 33,264
Mobile licence fee liabilities — non-current portion 3 (a), 28 572,817 511,940
Deferred income tax liabilities 27 138,443 168,393
NET ASSETS 3,449,337 3,491,048
CAPITAL AND RESERVES
Share capital 29 58,279 58,279
Reserves 3,367,263 3,409,247
Total equity attributable to equity holders of the Company 3,425,542 3,467,526
Minority interests 23,795 23,622
Total equity 3,449,337 3,491,048
Raymond Kwok Ping-luen Douglas Li
Director Director
28 August 2006 28 August 2006
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. Balance Sheet

At 30 June 2006
{Expressed in Hong Kong dollars)

2006 2005
Note $000 $000
Non-current assets
Investments in subsidiaries 19 (a) 939,189 939,189
Current assets
Amount due from a subsidiary 19 (b) 2,906,707 2,906,707
Prepayments 24 173 87
Other receivables 24 1,690 3,493
Cash and bank balances 25 319,957 325,333
3,228,527 3,235,620
Current liabilities
Amount due to a subsidiary 19 (c) 397,921 300,204
Other payables and accruals 26 1,540 1,616
399,461 301,820
Net current assets 2,829,066 2,933,800
NET ASSETS 3,768,255 3,872,989
CAPITAL AND RESERVES
Share capital 29 58,279 58,279
Reserves 3,709,976 3,814,710
Total equity attributable to equity holders of the Company 3,768,255 3,872,989
Raymond Kwok Ping-luen Douglas Li
Director Director
28 August 2006 28 August 2006

arTone Telecommunications Holdings Limited



For the year ended 30 June 2006
{Expressed in Hong Kong dollars)

B Consolidated Cash Flow Statement

2006 2005
Note $000 $000
{restated)
Cash flows from operating activities
Profit before income tax 91,653 350,920
Adjustments for:
Depreciation 18 483,260 450,712
Amortisation of intangible assets 22 224,611 64,092
Loss on disposal of fixed assets (note below) 3127 451
Write back of provision for amount due from an associate - (26,419)
Impairment loss on available-for-sale financial assets 12,632 6,531
Finance income (56,287) (48,722)
Finance costs 69,659 39,806
Recognition of share-based payments 4,281 6,423
Exchange loss 5,735 5
838,671 843,799
Changes in working capital
Decrease/lincrease) in inventories 109,528 . (64,870)
Decrease in trade receivables, deposits, prepayments
and other receivables 15,482 12,357
Increase in payables, accruals, customers’ deposits
and deferred income 95,744 58,665
Cash generated from operations 1,059,425 849,951
Interest paid (78) (522)
Income tax paid (3,780) —
Net cash generated from operating activities 1,055,567 849,429
Cash flows from investing activities
Payment for purchase of fixed assets (470,546) {692,749)
Proceeds from disposal of fixed assets (note below) 2,120 8,199
Payment for available-for-sale financial assets (3,900) (7,800)
Payment of mobile licence fees (50,000) (50,000)
Proceeds from disposal of held-to-maturity debt securities 21 (c) 379,922 467,800
Additions of handset subsidies (283,598) (69,024)
Interest received 66,997 66,756
Net cash used in investing activities (359,005) (276,818)
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For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

Consolidated Cash Flow Statement

2006 2005
Note $000 $000
(restated)
Cash flows from financing activities
Repayment of loan from an associate 27,657 —
Repayment of loan to a minority interest (5.437) (8,156)
Decrease/(increase) in pledged bank deposits 6,622 (1,919)
Proceeds from new bank loans — 170,000
Repayment of bank loans - (320,000)
Dividends paid to Company's equity holders (116,558) (303,051)
Dividends paid to a minority interest (8,155) —
Net cash used in financing activities (95,871) (463,126)
Net increase in cash and cash equivalents 600,691 109,485
Cash and cash equivalents at 1 July 437,673 328,188
Effect of foreign exchange rates changes 166 —
Cash and cash equivalents at 30 June 25 1,038,530 437,673
In the consolidated cash flow statement, proceeds from disposal of fixed assets comprise:
2006 2005
$000 $000
Net book amount of disposed fixed assets (note 18) 5,247 8,650
Loss on disposal of fixed assets (3,127) (451)
Proceeds from disposal of fixed assets 2,120 8,199




Statement of Changes in Equity

For the year ended 30 June 2006
{Expressed in Hong Kong dollars)

Minority
Attributable to equity holders of the Company interests Total
Employee
Capital share-based
Share redemption Contributed  compensation Exchange Retained
capital reserve surplus reserve reserve profits
$000 $000 $000 $000 $000 $000 $000 $000

Group

At 1 July 2004, as previously

reported as equity 58,331 2,638 2,371,112 - 26 1,033,843 — 3,465,950
At 1 July 2004, as previously

separately reported as

minority interest — — — — — — 21,407 21,407
Prior year adjustment in respect

of adoption of HKAS 16 - — — — — (11,211) — {(11,211)
Prior year adjustment in respect

of adoption of HKAS 38 — — - — — {17,500) — {17,500)
Prior year adjustment in respect

of adoption of HKFRS 2 - - — 4,160 - {4,160} - -
At 1 July 2004, as restated 58,331 2,638 2,371,112 4,160 26 1,000,972 21,407 3,458,646
Cancellation of shares

repurchased (52) 52 — — —_— - — -
Payment of 2004 final dividend — — — — — (192,321) — (192,321)
Payment of 2005 interim dividend — - — - — (110,730} — {110,730)
Currency translation

differences — - - — {29) — — (29)
Employee share-based

compensation — — — 6,423 - — — 6,423
Repayment of loan — — - — — - (8,156} (8,156)
Profit for the year — — — — — 326,944 10,271 337,215

At 30 June 2005 58,279 2,690 2,371,112 10,583 3) 1,024,865 23,522 3,491,048




Statement of Changes in Equity

For the year ended 30 June 2006
(Expressed in Hong Kong dollars}

Minority
Attributable to equity holders of the Company interests Total
Employee
Capital share-based
Share redemption Contributed  compensation Exchange Retained
capital reserve surplus reserve reserve profits
$000 $000 $000 $000 $000 $000 $000 $000
Group
At 1 July 2005, as previously
reported as equity 58,279 2,690 2,371,112 — (3) 1,069,601 — 3,501,679
At 1 July 2005, as previously
separately reported as
minority interest — — — — — — 23,522 23,522
Prior year adjustment in
respect of adoption of HKAS 16 — — — — — (14,387) — (14,387)
Prior year adjustment in respect
of adoption of HKAS 38 — — — — — {19,766) — (19,766)
Prior year adjustment in respect
of adoption of HKFRS 2 - — - 10,583 — (10,583) - -
At 1 July 2006, as restated 58,279 2,690 2,371,112 10,583 (3) 1,024,865 23,522 3,491,048
Payment of 2005 final dividend — — - — — (116,558) - (116,558)
Currency translation differences — — — — 273 - — 273
Employee share-based
compensation — — — 4,281 — — — 4,281
Payment of 2006 interim dividend
to @ minority interest — - — — — — (8,155) (8,155)
Repayment of loan — — — — — — (5,437) (5,437)
Profit for the year — — — — — 70,020 13,865 83,885
At 30 June 2006 58,279 2,690 2,371,112 14,864 270 978,327 23,795 3,449,337
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Capital

Share redemption Contributed Retained
capital reserve surplus profits Total
$000 $000 $000 $000 $000
Company
At 1 July 2004 58,331 2,638 3,110,301 997,377 4,168,647
Cancellation of shares repurchased (52) 52 — — —
Payment of 2004 final dividend — — — (192,321) (192,321)
Payment of 2005 interim dividend — — — (110,730) (110,730)
Profit for the year — — — 7.393 7,393
At 30 June 2005 58,279 2,690 3,110,301 701,719 3,872,989
At 1 July 2005 58,279 2,690 3,110,301 701,719 3,872,989
Payment of 2005 final dividend — — — (116,558) (116,558)
Profit for the year — — — 11,824 11,824
At 30 June 2006 58,279 2,690 3,110,301 596,985 3,768,255

Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus account is distributable to equity holders.

—— — N— .
S‘marTéme Telecommunications Holdings Limited



Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

General information
SmarTone Telecommunications Holdings Limited (“the Company”) and its subsidiaries {together the “Group”) is principally
engaged in the provision of mobile services and the sale of mobile telephones and accessories in Hong Kong and Macau.

The Company is a limited liability company incorporated in Bermuda. The address of its head office and principal place of
business is 31/F, Millennium City 2, 378 Kwun Tong Road, Kwun Tong, Hong Kong.

The Company has its primary listing on The Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in thousands of units of HK dollars (HK$000), unless otherwise stated.
These consolidated financial statements have been approved for issue by the board of directors on 28 August 2006.

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The consolidated financial statements of the Company have been prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRS”). The consolidated financial statements have been prepared under the historical cost convention, except
for certain financial assets and financial liabilities which are carried at fair values.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Company's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 4.

a The adoption of new/revised HKFRS
For the year ended 30 June 2008, the Group adopted the new/revised standards and interpretations of HKFRS below,
which are relevant to its operations. The comparative figures for the year ended 30 June 2005 have been amended as
required, in accordance with the relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employees Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

SmarTone Telecommunications Holdings Limited



3 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
HKAS 28 Investments in Associates

HKAS 32 Financial Instruments: Disclosures and Presentation
HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provision, Contingent liabilities and Contingent Assets
HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement
HKAS 39 {(Amendment) Transition and Initial Recognition of Financial Assets and Financial Liabilities
HKFRS 2 Share-based Payments

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 12, 14,17, 18, 19, 21, 23, 24, 27, 28, 33, 36 and 37 did not result in
substantial changes to the Group’s accounting policies. In summary:

. HKAS 1 has affected the presentation of minority interest, share of net after-tax results of associates and other
disclosures.

. HKASs 2, 7, 8, 10, 12, 14, 17, 18, 19, 23, 27, 28, 33, 36 and 37 had no material effect on the Group's policies.

. HKAS 21 had no material effect on the Group's policy. The functional currency of each of the consolidated entities
has been re-evaluated based on the guidance to the revised standard. All the Group entities have the same functional
currency as the presentation currency for respective entity financial statements. The entity of which the functional
currency differs from the presentation currency is translated based on the guidance of the revised standard.

. HKAS 24 has affected the identification of related parties and some other related party disclosures.

The adoption of HKAS 16 has resulted in a change in accounting policy relating to the recognition of fixed assets and
liabilities subject to retirement obligations at fair value.

The adoption of HKASs 32 and 39 has resulted in a change in the accounting policy for recognition, measurement,
derecognition and disclosure of the consolidated financial instruments. Following the adoption of HKASs 32 and 39, the
financial assets have been classified into loans and receivables, held-to-maturity debt securities and available-for-sale
financial assets. The classification depends on the purpose for which the investments were acquired. Held-to-maturity
debt securities are stated in the consolidated balance sheet at amortised cost. Interest income from held-to-maturity debt
securities is calculated using the effective interest method. Available-for-sale financial assets that are quoted in an active
market are measured at fair value and changes in fair value are recognised in the investment revaluation reserve. Available-
for-sale financial assets that are not quoted in an active market are measured at cost less impairment. Loans and receivables
are stated in the consolidated balance sheet at amortised cost.

The adoption of HKAS 39 has also resulted in recognising rental deposits relating to cell sites, switch centres, stores and
offices as financial assets at fair values. As a result, the difference between nominal and fair values of the deposits is
treated as prepaid operating rental expenses. The prepayments are then amortised over the remaining lease terms of the
respective cell sites, switch centres, stores and offices, while the rental deposits generate deemed interest income over
the remaining lease terms.




. Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

a The adoption of new/revised HKFRS (continued)

The adoption of HKAS 38 has resulted in a change in accounting policy relating to the recognition of the fees and royalties
payable for the right to use telecommunication spectrum. This right represents a right to provide a service rather than a
right to use an identifiable asset, and is therefore accounted as an intangible asset. In order to measure the intangible
asset, HKAS 39 “Financial Instruments: Recognition and Measurement” is applied for recognition of the minimum annual
fee and royalty payments as they constitute a contractual obligation to deliver cash and hence should be considered a
financial fiability and be initially measured at its fair value. As a result, capitalised minimum annual payments together with
the interest accrued prior to commercial launch, are classified as an intangible asset and amortised on a straight-line basis
over the remaining licence period from the date the asset is ready for its intended use. interest is accrued on the outstanding
minimum annual fees and charged to finance costs in the consolidated profit and loss account after the commercial
launch. Variable annual payments on top of the annual minimum payments, if any, are recognised in the consolidated
profit and loss account as incurred. The change in accounting policy is applied retrospectively.

The adoption of HKFRS 2 has resuited in a change in the accounting policy for share-based payments. Until 30 June 2005,
the provision of share options to employees did not result in an expense in the consolidated profit and loss account.
Effective on 1 July 2005, the Group expenses the cost of share options in the consolidated profit and loss account. As a
transitional provision, the cost of share options granted after 7 November 2002 and had not yet vested on 1 July 2005 was
expensed retrospectively in the consolidated profit and loss account of the respective periods.

All changes in the accounting policies have been made in accordance with the transitional provisions in the respective
standards. All standards adopted by the Group require retrospective application other than:

. HKAS 39 - does not permit to recognise, derecognise and measure financial assets and liabilities in accordance
with this standard on a retrospective basis. The Group applied the previous Statement of Standard Accounting
Practice {“SSAP") 24 “Accounting for investments in securities” for the comparative information of the year ended
30 June 2005. The adjustments required for the accounting differences between SSAP 24 and HKAS 39 are
determined and recognised at 1 July 2005;

. HKFRS 2 - only retrospective application for all equity instruments granted after 7 November 2002 and not vested
at 1 July 2005.

SmarTone Telecommunications Holdings Limited



3 Basis of preparation (continued)
a  The adoption of new/revised HKFRS (continued)

{1 The adoption of HKAS 16 resulted in:

As at 30 June
2006 2005
$000 $000
Increase in fixed assets 15,574 16,823
Increase in other assets 3,982 3,054
Increase in liabilities 38,328 33,264
Decrease in retained profits 18,772 14,387

For the year ended 30 June

2006 2005

$000 $000

Decrease in profit attributable to equity holders 4,385 3,177
Decrease in basic earnings per share ($) 0.01 0.01
Decrease in diluted earnings per share ($) 0.01 0.01

(i)  The adoption of HKASs 32 and 39 resulted in:

. redesignate all “non-trading securities” as “available-for-sale financial assets” or “loans and receivables” at 1
July 2005; and

. restate the held-to-maturity debt securities at amortised cost using effective interest method instead of straight-
line method from 1 July 2005.

As at 30 June

2006 2005

$000 $000

Increase in available-for-sale financial assets 40,281 —
Increase in held-to-maturity debt securities 692,180 —-

Decrease in non-trading securities 732,461 —

SmarTone Telecommunications Holdings Limited




Bl Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)

(i) The adoption of HKAS 39 resuited in:

As at 30 June

2006 2005

$000 $000
Increase in prepaid operating rental expenses — non-current assets (a) 7,199 —
Increase in rental deposits ~ non-current assets (a) 37,097 —
Increase in prepaid operating rental expenses — current assets (b) 1,058 —
Decrease in rental deposits — current assets (b) 45,354 —
a Classified under “Deposits and prepayments ~ non-current portion” in the consolidated balance sheet.
b Classified under “Deposits and prepayments — current portion” in the consolidated balance sheet.

(iv)  The adoption of HKAS 38 resulted in;

increase in intangible assets
Decrease in fixed assets
Increase in liabilities
Decrease in retained profits

As at 30 June

2006 2005
$000 $000
585,808 642,637
130,900 146,462
523,591 515,941
68,683 19,766

Decrease in profit attributable to equity holders
Decrease in basic earnings per share ($)
Decrease in diluted earnings per share ($)

For the year ended 30 June

2006 2005
$000 $000
48,917 2,266
0.08 —
0.08 —

SmarTone Telecommunications Holdings Limited



3 Basis of preparation (continued)
a The adoption of new/revised HKFRS (continued)

(v}  The adoption of HKFRS 2 resulted in:

As at 30 June
2006 2005
$000 $000
Increase in employee share-based compensation reserve 14,864 10,583
Decrease in retained profits 14,864 10,583

For the year ended 30 June

2006 2005
$000 $000
Decrease in profit attributable to equity holders 4,281 6.423
Decrease in basic earnings per share ($) 0.01 0.01
Decrease in diluted earnings per share ($) 0.01 0.01

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory
for the Group's accounting policies beginning on or after 1 July 2006 or later periods but which the Group has not
early adopted, as follows:

HKAS 1 (Amendment) Presentation of Financial Statements - Capital Disclosures

HKAS 19 (Amendment) Employees benefits — Actuarial Gains and Losses, Group Plans and
Disclosures

HKAS 21 (Amendment) Net Investment in a Foreign Operation

HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast Intragroup Transactions

HKAS 39 (Amendment) The Fair Value Option

HKAS 39 and HKFRS 4 ({Amendment) Financial Guarantee Contracts

HKFRS 1 (Amendment) First-time Adoption of Hong Kong Financial Reporting Standards

HKFRS 7 Financial Instruments: Disclosures

HKFRS-Int 4 Determining whether an Arrangement contains a Lease

SmarTone Telecommunications Holdings Limited




B Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

b  Consolidation
The consolidated financial statements include the financial statements of the Company and all its subsidiaries made up to
30 June.

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases.

Inter-company transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated but considered an impairment indicator of an impairment of the assets transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and the
Group's share of its net assets together with any unamortised goodwill or goodwill taken to reserves and which was not
previously charged or recognised in the consolidated profit and loss account and any related accumulated foreign currency
translation reserve.

Minority interests represent the interests of outside shareholders in the operating results and net assets of subsidiaries.

In the Company'’s consolidated balance sheet the investments in subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted for by the Company on the basis of dividends received and receivable.

¢ An associate
An associate is an entity over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting and are initially recognised at cost.

The Group's share of its associates’ post-acquisition profits or losses is recognised in the conéolidated profit and loss
account, and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. When the Group's share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unreslised gains on transactions between the Group and its associate are eliminated to the extent of the Group’s interest
in the associate. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the
policies adopted by the Group.

In the Company’s consolidated balance sheet the investment in an associate is stated at cost less provision for impairment
losses. The results of the associate are accounted for by the Company on the basis of dividend received and receivable.

SmarTone Telecommunications Holdings Limited
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Basis of preparation (continued)

d

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different from those of other business segments. A geographical segment is engaged in providing
products or services within a particular economic environment that are subject to risks and returns that are different from
those of segments operating in other economic environments.

Foreign currency translation

(i)

(ii)

(iip)

Functional and presentation currency

items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the “Functional Currency”). The consolidated financial
statements are presented in HK dollars, which is the Company’s Functional Currency and presentation currency.

Transactions and balances

Foreign currency transactions are transfated into the Functional Currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the consolidated profit and loss account.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are
analysed between translation differences resulting from changes in the amortised cost of the security, and other
changes in the carrying amount of the security. Translation differences are recognised in profit or loss, and other
changes in carrying amount are recognised in equity.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gain or
loss. Translation differences on non-monetary financial assets such as equities classified as available-for-sale are
included in the fair value reserve in equity.

Group companies

The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary
economy) that have a Functional Currency different from the presentation currency are translated into the presentation
currency as follows:

a. assets and liabilities for each consolidated balance sheet presented are translated at the closing rate at the
date of that balance sheet;

b. income and expenses for each consolidated profit and loss account are translated at average exchange rates
{unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions); and

C. all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations, and
of borrowings and other currency instruments designated as hedges of such investments, are taken to equity
attributable to equity holders of the Company. When a foreign operation is sold, exchange differences that were
recorded in equity are recognised in the consolidated profit and loss account as part of the gain or loss on sale.

;
SmarTone Telegcommunications Holdings Limited




. Notes to the Financial Statements

For the year ended 30 June 2006
{Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

f Intangible assets
Intangible assets are stated in the consolidated balance sheet at cost less accumulated amortisation {where the estimated
useful life is other than indefinite} and impairment losses as described in note 3 {i).

(i Mobile licence fees

A mobile carrier licence, which is a right to establish and maintain a telecommunication network and to provide
mobile services in Hong Kong, is recorded as an intangible asset. Upon the issue of the third generation licence
("3G Licence”) and renewal of the Global System for Mobile communications licence (“GSM Licence"), the cost
thereof, which is the discounted value of the minimum annual fees payable over the licence period of 15 years and
directly attributable costs of preparing the asset for its intended use, is recorded together with the related obligations.
Amortisation is provided on the straight-line basis over the remaining licence period from the date when the asset
is ready for its intended use.

The difference between the discounted value and the total of the minimum annual fee payments represents the
effective cost of financing and, accordingly, for the period prior to the asset being ready for its intended use, is
capitalised as part of the intangible asset consistent with the policy for borrowing costs as set out in note 3 (o).
Subsequent to the date when the asset is ready for its intended use, such finance costs will be charged to the
consolidated profit and loss account in the year in which they are incurred.

Variable annual payments on top of the minimum annual payments, if any, are recognised in the consolidated profit
and loss account as incurred.

(i) Handset subsidies
Handset subsidies provided to customers are deferred and amortised on a straight-line basis over the minimum
enforceable contractual periods. In the event that a customer terminates the contract prior to the end of the minimum
enforceable contractual period, the unamortised handset subsidies will be written off.

g Fixed assets
Fixed assets are stated at historical cost less accumulated depreciation and accumulated impairment losses. Historical

cost includes expenditure that is directly attributable to the acquisition of the items.

Subseguent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. All other repairs and maintenance are expensed in the consolidated profit and loss account
during the financial period in which they are incurred.

Depreciation of fixed assets is calculated using the straight-line method to allocate cost to their residual values over their
estimated useful lives. The principal annual rates are as follows:

Leasehold land and buildings Over the lease term
Leasehold improvements Over the lease term
Network and testing equipment 10% - 50%
Computer, billing and office telephone equipment 20% - 33'5%
Other fixed assets 20% - 33'5%

The cost of the network comprises assets and equipment of the digital mobile radio telephone network purchased at cost.
Depreciation of each part of the network commences from the date of launch of the relevant services.

|

‘] SmarTone Telecommunications Holdings Limited



3

Basis of preparation (continued)

9

Fixed assets (continued)
No depreciation is provided for any part of the network under construction, including the equipment therein.

Other fixed assets comprise motor vehicles, equipment, furniture and fixtures.
The assets’ carrying values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (note 3 (i)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
consolidated profit and loss account,

Leased assets

Leases of assets under which the lessee assumes substantially all the risks and benefits of ownership are classified as
finance leases. Leases of assets under which the lessor has not transferred all the risks and benefits of ownership are
classified as operating leases.

(i) Assets acquired under finance leases
Where the Group acquires the use of assets under finance leases, the amounts representing the fair value of the
leased asset, or if lower, the present value of the minimum lease payments, of such assets are included in fixed
assets and the corresponding liabilities, net of finance charges, are recorded as obligations under finance leases.
Finance charges implicit in the lease payments are charged to the consolidated profit and loss account over the
period of the leases so as to produce an approximately constant periodic rate of charge on the remaining balance of
the obligations for each accounting period.

Assets acquired under finance leases are depreciated over the shorter of their estimated useful lives and the lease
periods. Impairment losses are accounted for in accordance with the accounting policy as set out in note 3 (i).

(il Operating lease charges
Where the Group has the use of assets under operating leases, payments made under the leases are charged to the
consolidated profit and loss account on a straight-line basis over the periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the consolidated profit and loss account as an integral part of the
aggregate net lease payments made.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation, which are at least tested annually for impairment
and are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's
fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwvill
that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.
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3

Basis of preparation (continued)

Financial assets
From 1 July 2004 to 30 June 2005:

The Group classified its investments in securities, other than subsidiaries, and an associate, as non-trading securities and
held-to-maturity debt securities.

(i Non-trading securities
Investments that were held for non-trading purpose were stated at cost less any provision for impairment losses.

The carrying amounts of individual investments are reviewed at each balance sheet date to assess whether the fair
values have declined below the carrying amounts. When a decline other than temporary has occurred, the carrying
amount of such securities will be reduced to its fair value. The impairment loss is recognised as an expense in the
consolidated profit and loss account. This impairment loss is written back to consolidated profit and loss account
when the circumstances and events that led to the write-downs cease to exist and there is persuasive evidence
that the new circumstances and events will persist for the foreseeable future.

(i) Held-to-maturity debt securities
Debt securities which are intended to be held until maturity are stated in the consolidated balance sheet at cost plus
or minus any discount or premium amortised to date. The discount or premium on acquisition is amortised over the
period to maturity and included as interest income in the consolidated profit and loss account. Provision is made
when there is a diminution in value other than temporary.

From 1 July 2005 onwards:

The Group classifies its financial assets in the following categories: loans and receivables, held-to-maturity debt securities,
and available-for-sale financial assets. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition and re-evaluates this
designation at every reporting date.

(i) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. These are classified as non-current assets. Loans and receivables are classified as “trade and
other receivables” in the consolidated balance sheet (note 3 (I}).

{i)  Held-to-maturity debt securities
Held-to-maturity debt securities are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive intention and ability to hold to maturity. If the Group were
to sell other than an insignificant amount of held-to-maturity financial assets, the whole category would be tainted
and reclassified as available-for-sale financial assets. Held to maturity financial assets are included in non-current
assets, except for those with maturities less than 12 months from the balance sheet date, which are classified as
current assets.

SmarTone Telecommunications Holdings Limited
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Basis of preparation (continued)

(iii)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in
any of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the balance sheet date.

Regular purchases and sales of investments are recognised on trade-date — the date on which the Group commits
to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Investments are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred and the Group has transferred substantially all
risks and rewards of ownership. Available-for-sale financial assets are subsequently carried at fair value. Loans and
receivables and held-to-maturity debt securities are carried at amortised cost using the effective interest method.

Changes in the fair value of monetary securities denominated in a foreign currency and classifies as available-for-
sale are analysed between translation differences resuiting from changes in amortised cost of the security and
other changes in the carrying amount of the security. The translation differences are recognised in consolidated
profit or loss, and other changes in carrying amount are recognised in equity. Changes in the fair value of monetary
securities classified as available-for-sale and non-monetary securities classified as available-for-sale are recognised
in equity.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value adjustments recognised
in equity are included in the consolidated profit and loss account as “gains and losses from investment securities”.
Interest on available-for-sale securities calculated using the effective interest method is recognised in the consolidated
profit and loss account. Dividends on available-for-sale equity instruments are recognised in the consolidated profit
and loss account when the Group's right to receive payments is established.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
{and for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of
recent arm’s length transactions, reference to other instruments that are substantially the same, discounted cash
flow analysis, and option pricing models, making maximum use of market inputs and relying as little possible on
entity-specific inputs.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group
of financial assets is impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered an indicator that the securities are impaired. If
any such evidence exists for available-for-sale financial assets, the cumulative loss ~ measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in the consolidated profit and loss account — is removed from equity and recognised in the consolidated
profit and loss account. iImpairment losses recognised in the consolidated profit and loss account on equity instruments
are not reversed through the consolidated profit and loss account. Impairment testing of trade receivables is described
in note 3 {I).
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Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

k Inventories
Inventories, comprising handsets and accessories, are stated at the lower of cost and net realisable value. Cost is calculated
on the weighted average basis. Net realisable value is the estimated selling price in the ordinary cause of business, less
applicable variable selling expense.

| Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment. A provision for impairment of trade and other receivables is
established when there is objective evidence that the Group will not be able to collect all amounts due according to the
originat terms of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy
or financial reorganisation, and default or delinquency in payments are considered indicators that the trade receivable is
impaired. The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. The amount of the provision is recognised in the
consolidated profit and loss account within “other operating expenses”.

m Cash and cash equivalents
[n the cash flow statement, cash and cash equivalents comprise cash at bank and on hand, deposits held at call with
banks and other financial institutions, and short-term, highly liquid investments that are readily convertible into known
amounts of cash and which are subject to insignificant risk of changes in value, having been within three months of
maturity at acquisition. Bank overdrafts that are repayable on demand and form an integral part of the group’s cash
management are also included. Bank overdrafts are shown within borrowings in current liabilities in the consolidated
balance sheet.

n  Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

o Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are incremental costs
that are directly attributable to the acquisition, issue or disposal of a financial asset or financial liability, including fees and
commissions paid to agents, advisers, brokers and dealers, levies by regulatory agencies and securities exchanges, and
transfer taxes and duties. Borrowings are subsequently stated at amortised cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognised in the consolidated profit and loss account over the
period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.
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Basis of preparation (continued)

P

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and an associate, except
where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of a past events, it is
more likely than not that an outflow of resources will be required to settle the obligation; and the amount has been reliable
estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined
by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with
respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation.
The increase in the provision due to passage of time is recognised as interest expense.
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For the year ended 30 June 2006
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Basis of preparation (continued)

r Employee benefits

(i)

(ii)

{iii)

(iv)

Employee leave entitiements
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for the
estimated liability of annual leave arising from services rendered by employees up to the balance sheet date.

Employee entitlements to sick leave, maternity or paternity leave and marriage leave are not recognised until the
time of leave.

Bonus plans

The Group recognises a liability and an expense for bonuses, based on a formula that takes into consideration the
profit attributable to the equity holders of the Company after certain adjustments. The Group recognises a provision
where contractually obliged or where there is a past practice that has created a constructive obligation.

Retirement benefits

The Group operates defined contribution retirement schemes (including the Mandatory Provident Funds) for its
employees, the assets of which are generally held in separate trustee-administered funds. The Schemes are generally
funded by payments from the relevant Group companies.

Contributions to defined contribution plans, including contributions to Mandatory Provident Funds as required under .
the Hong Kong Mandatory Provident Fund Schemes Ordinance, are recognised as an expense in the consolidated
profit and loss account as incurred.

Share-based compensation

The Group operates an equity-settled, share-based compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognised as an expense. The total amount to be expensed
over the vesting period is determined by reference to the fair value of the options granted, excluding the impact of
any non-market vesting conditions (for example, profitability and sales growth targets). Non-market vesting conditions
are included in assumptions about the number of options that are expected to become exercisable. At each balance
sheet date, the entity revises its estimates of the number of options that are expected to become exercisable. It
recognises the impact of the revision of original estimates, if any, in the consolidated profit and loss account with a
corresponding adjustment to equity.

The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value)
and the share premium when the options are exercised.
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Basis of preparation (continued)

S

Contingent assets and liabilities
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the financial statements when an inflow of economic
benefits is probable. When inflow is virtually certain, an asset is recognised.

A contingent liability is a possible obligation that arises from past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group. It can
also be a present obligation arising from past events that is not recognised because it is not probable that outflow of
economic resources will be required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the financial statements. When a change in the
probability of an outflow occurs so that outflow is probable, it will then be recognised as a provision.

Revenue recognition

Revenue comprises the fair value of the considerations received or receivable for the sale of goods and services in the
ordinary course of the Group’s activities. Revenue is shown net of return, rebates and discounts and after eliminating
sales within the Group.

Revenue is recognised in the consolidated profit and loss account as follows:

(i Sale of goods
Revenue from the sale of goods is recognised on the transfer of risks and rewards of ownership, which generally
coincides with the time when the goods are delivered to customers and title has passed and collectibility of the
related receivables is reasonably assured.

(il Mobile services
Revenue from mobile services is measured based on the usage of the Group's telecommunications network and
facilities and is recognised when the services are rendered. Mobile service revenue in respect of standard service
plans billed in advance is deferred and included under deferred income.

(ili)  Interestincome
Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash flow
discounted at original effective interest rate of the instrument, and continuous unwinding the discount as interest
income.

(iv)  Dividend income
Dividend income is recognised when the right to receive payment is established.

Dividend distribution
Dividend distribution to the equity holders of the Company is recognised as a liability in the financial statements of the
Group in the period in which the dividends are approved by the equity holders of the Company.

e Ll
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Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

v Related parties
For the purposes of these financial statements, parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the party are subject to common control or common significant
influence. Related parties may be individuals or other entities.

w  Comparative figures
The comparative figures presented in these financial statements have been adjusted for the impact of the adoption of the
relevant new HKFRSs as set out in note 3 (a).

4 Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year are discussed below.

a  Useful lives of fixed assets

The fixed assets used in the network are long-lived but may be subject to technical obsolescence. The annual depreciation
charges are sensitive to the estimated economic useful lives the Group allocates to each type of fixed assets. Management
performs annual reviews to assess the appropriateness of their estimated economic useful lives. Such reviews take into
account the technological changes, prospective economic utilisation and physical condition of the assets concerned. The
useful lives are estimated at the time the purchases are made after considering the future technology changes, business
developments and the Group's strategies. Should there be unexpected adverse changes in the circumstances or events,
the Group assesses the need to shorten the useful lives and/or make impairment provisions. Indications of these unexpected
adverse changes include declines in projected operating results, negative industry or economic trends and rapid
advancement in technology.

b  Asset retirement obligations
The Group evaluates and recognises, on a regular basis, the fair value of fixed assets and obligations which arise from
future reinstatement of leased properties upon end of lease terms. To establish the fair values of the asset retirement
obligations, estimates and judgement are applied in determining these future cash flows and the discount rate. Management
estimates the future cash flows based on certain assumptions, such as the types of leased properties, probability of
renewal of lease terms and restoration costs. The discount rate used is referenced to the Group’s historical weighted
average cost of capital.

¢ Deferred income tax

The Group provides for deferred income tax in full, using the liability method, on temporary difference arising between the
tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements. Tax rates enacted or
substantially enacted by the balance sheet date are used to determine deferred income tax. Deferred income tax assets
are only recognised to the extent that it is probable future taxable profits will be available against which the temporary
differences can be utilised. Deferred income tax is provided on temporary difference arising from depreciation on fixed
assets except where the timing of the reversal of the temporary difference can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.
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4  Critical accounting estimates and judgements (continued)

d Impairment of assets
At each balance sheet date, the Group performs an impairment assessment of the following assets:

. fixed assets; and
. intangible assets

Management judgement is required in the area of asset impairment, particularly in assessing whether (1) an event has
occurred that may affect asset values; (2) the carrying value of an asset can be supported by the net present value of
future cash flows from the assets using estimated cash flow projections; and (3) the cash flow is discounted using an
appropriate rate. Changing the assumptions selected by management to determine the level, if any, of impairment,
including the discount rates or the growth rate assumption in the cash flows projections, could significantly affect the
Group's reported financial condition and results of operations.

e Recognition of intangible asset - Mobile licence fees
In establishing the fair value of the minimum annual fee and royalty payments for the right of use of the Telecommunication
Licence, the discount rate used is an indicative incremental borrowing rate estimated by the management.

Changing the discount rate used to determine the fair value could significantly affect the Group’s reported financial condition
and results of operations.

in order to measure the intangible assets, HKAS 39 “Financial Instruments: Recognition and Measurement” is applied for
recognition of the minimum annual fee and royalty payments as they constitute contractual obligations to deliver cash
and, hence, should be considered as financial liabilities.

5 Financial risk management

Exposure to credit and market risks arises in the normal course of the Group's business. These risks are limited by the Group's
financial management policies and practices described below.

a  Creditrisk
The Group's credit risk is primarily attributable to trade and other receivables. Management has policies in place and
exposures to these credit risks are monitored on an ongoing basis.

The average credit period granted by the Group is 30 days from the date of invoice. Sales of goods and services to
customers are primarily made in cash or via major credit cards and the Group does not have a significant exposure to any
individua! debtors.

b  Market risk
Market risks are primarily composed of foreign currency exposures derived from the Group’s operations. The Group does
not have any significant exposure to market risks.

c Fair value estimation
The fair value of financial instruments that are not traded in active market is determined based on the latest available
financial information existing at each balance sheet date. The carrying amounts of financial assets, trade receivables and
payables are assumed to approximate their fair values.

T N v o i K
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Notes to the Financial Statements

For the year ended 30 June 2006
{Expressed in Hong Kong dollars)

6 Segment reporting
More than 90% of the Group's revenues and operating profit was attributable to its mobile communications operations. Accordingly,
no analysis by business segment is included in these financial statements.

Segment information is presented by way of geographical regions as the primary reporting format. An analysis of the Group's
segment information by geographical segment is set out as follows:

For the year ended 30 June 2006

Hong Kong Macau Elimination Consolidated

$000 $000 $000 $000

Revenues 3,613,226 189,329 (23,340) 3,779,215
Operating profit 50,736 53,968 321 105,025
Finance income 56,287
Finance costs (69,659)
Profit before income tax 91,653
Income tax expense (7,768)
Profit after income tax 83,885
Assets 4,359,369 104,803 — 4,464,172
Liabilities (1,567,959) (20,124) - (1,588,083)
Capital expenditures 677,185 12,903 - 690,088
Depreciation 466,822 16,438 — 483,260
Amortisation 223,535 1,076 — 224,611
Loss on disposal of fixed assets 2,958 169 — 3,127
Impairment loss of trade receivables 12,637 275 - 12,912

(Reversal of impairment loss)/impairment

loss of inventories (8,097) 176 - (7,921)
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6 Segment reporting (continued)
For the year ended 30 June 2005 (restated)

Hong Keng Macau Elimination Consolidated

$000 $000 $000 $000

Revenues 3,482,886 161,854 (25,248) 3,619,492
Operating profit 299,767 41,912 325 342,004
Finance income 48,722
Finance costs (39,806)
Profit before income tax 350,920
Income tax expense (13,705)
Profit after income tax 337,215
Assets 3,948,124 71,739 — 4,019,863
Liabilities {1,508,740) (28,299) — (1,537,039)
Capital expenditures 744,463 27,737 — 772,200
Depreciation 435,341 15,371 — 450,712
Amortisation 62,882 1,210 — 64,092
Loss/{gain) on disposal of fixed assets 569 (118) — 451
Impairment loss of trade receivables 13,913 698 — 14,611
Impairment loss of inventories 12,056 47 — 12,103

Segment assets consist primarily of fixed assets, intangible assets, inventories, receivables and operating cash. They exclude
interest in an associate, financial investments and deferred income tax assets.

Segment liabilities comprise operating liabilities. They exclude items such as current income tax liabilities and deferred income

tax liabilities.

Capital expenditures comprise additions to fixed assets and intangible assets and are aliocated based on where the assets are

located.
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M Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

7  Other gains

2006 2005
$000 $000
Write back of certain assets previously written off (a) 14,045 —
Write back of provision for amount due from an associate (note 20) - 26,419
14,045 26,419
a During the year, the Group recognised other gains amounting to $14,045,000 in respect of recovery of certain other assets which were
written off in prior years.
8 Expenses by nature
2006 2005
$000 $000
(restated)
Cost of inventories sold 886,467 955,215
Amortisation
Handset subsidies 166,209 30,942
Mobile licence fees 58,402 33,150
Depreciation
Owned fixed assets 377,522 325,223
Leased fixed assets 105,738 125,489
Operating lease rentals for land and buildings, transmission sites and leased lines 510,305 443,677
Auditors’ remuneration 1,632 1,219
Loss on disposal of fixed assets 3,127 451
Net exchange loss/(gain) 6.220 (16)
Contributions to defined contribution plans * (note 14) 17,328 14,334

* Net of forfeited contributions of $3,078,000 (2005: $4,250,000).

/ *§ SmarTone Telecommunications Holdings Linited




9 Finance income

2006 2005
$000 $000

Interest income from debt securities
Listed 7,637 14,275
Unlisted 16,795 23,682
24,432 37,957
Interest income from deposits with banks and other financial institutions 29,261 10,765
Accretion income 2,594 —
56,287 48,722

Accretion income represented changes in the rental deposits due to passage of time calculated by applying an interest method
of allocation to the amount of rental deposits at the beginning of the year.

10 Finance costs

2006 2005

$000 $000

(restated)

Interest expense on bank loans repayable within five years - 144
Accretion expenses

Asset retirement obligations 3,559 3,161

Mobile licence fee liabilities {note 28) 66,022 36,153

Other borrowing costs 78 348

69,659 39,806

Accretion expenses represented changes in the asset retirement obligations and mobile licence fee liabilities due to passage of
time calculated by applying an interest method of allocation to the amount of the liabilities at the beginning of the year.

]
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. Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

11 Income tax expense
Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable profit for the year.
Income tax on overseas profits has been calculated on the estimated assessable profit for the year at the tax rates prevailing in
the countries in which the Group operates.

a The amount of income tax expense charged to the consolidated profit and loss account represents:

2006 2005
$000 $000
(restated)
Current income tax
Hong Kong profits tax 19,488 2,114
Overseas tax 5,369 4,842
Deferred income tax (note 27) (17,089) 6,749
7,768 13,705
b Reconciliation between income tax expense and accounting profit at Hong Kong tax rate:
2006 2005
$000 $000
{restated)
Profit before income tax 91,653 350,920
Notional tax on profit before income tax, calculated
at Hong Kong tax rate of 17.5% {2005: 17.5%) 16,039 61.411
Effect of different tax rates in other countries (4,308) (1,037)
Expenses not deductible for tax purposes 4,062 2,933
Income not subject to tax (12,296) (13,101)
Tax losses for which no deferred income tax asset was recognised 15 65
Utilisation of previously unrecognised tax losses (8,469) (30,080)
Recognition of previously unrecognised tax losses (5,450) (8,311)
Temporary differences not recognised 18,175 1,825
Income tax expense 7,768 13,705
c Current income tax liabilities in the consolidated balance sheet:
2006 2005
$000 $000
Hong Kong profits tax 19,705 2,114
Overseas tax 8,327 4,842
28,032 6,956
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12 Directors’ emoluments
The aggregate amounts of emoluments payable to directors of the Company during the year are as follows:

2006 2005
$000 $000

Non-executive directors
Fees 1,292 1,220

Executive directors

Fees 160 160
Salaries and allowances 9,762 9,720
Bonuses 3,980 5,562
Retirement scheme contributions 631 627
14,5633 16,069
15,825 17,289

During the years ended 30 June 2005 and 2006, no director:

—  received any emoluments from Sun Hung Kai Properties Limited (“SHKP"), the ultimate holding company of the Company,
in respect of their services to the Group;

—  waived any right to receive emoluments; or
—  received any amount as inducement to join the Group or as compensation for loss of office.

In addition to the above emoluments, directors were granted share options under the Company’s share option scheme during
the year ended 30 June 2005. The details of these benefits in kind are disclosed under the section “Share Option Schemes” in
the Report of the Directors and note 30.

The emoluments of the directors are within the following bands:

2006 2005

Number of Number of

directors directors

$0 - $1,000,000 1 10
$3,500,001 - $4,000,000 1

$10,500,001 - $11,000,000 1 —

$12,000,001 - $12,500,000 - 1

13 12

] o1 :
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. Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

12 Directors’ emoluments (continued)
Details of director’s and past director's emoluments, on a named basis for the year are as followings:

2006 2005
Retirement
Salaries and scheme
Fees allowances Bonuses contributions Total Total
$000 $000 $000 $000 $000 $000
Executive Directors
Mr. Douglas Li 80 6,900 3,440 345 10,765 12,241
Mr. Patrick Chan Kai-lung 80 2,862 540 286 3,768 3,828
Non-Executive Directors
Mr. Raymond Kwok Ping-luen 100 — - — 100 100
Mr. Ernest Lai Ho-kai 80 - - - 80 80
Mr. Michael Wong Yick-kam 200 - - - 200 200
Mr. Andrew So Sing-tak 80 - — - 80 80
Mr. Cheung Wing-yui 80 - - - 80 80
Mr. David Norman Prince ™ 80 - - - 80 —
Mr. Eric Li Ka-cheung, JP * 200 - — - 200 200
Mr. Ng Leung-sing, JP * 200 - - - 200 200
Dr. Sachio Semmoto * @ 86 - - — 86 200
Mr. Yang Xiang-dong * 80 - - - 80 80
Mr. Eric Gan Fock-kin * @ 106 - - — 106 —
1,452 9,762 3,980 631 15,825 17,289
2005 1,380 9,720 5,562 627

* Independent Non-Executive Director
(1) Appointed on 1 July 2005

(2} Retired on 4 November 2005

(3 Appointed on 1 December 2005

ciad, PR e 7__ Boen
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13 Five highest paid individuals
Of the five highest paid individuals, two (2005: two) are directors whose emoluments are disclosed in note 12. The aggregate of
the emoluments in respect of the other three (2005: three) individuals are as follows:

2006 2005
$000 $000
Salaries and allowances 6,661 7,706
Bonuses 746 1,083
Retirement scheme contributions 596 633
8,003 9,422

In addition to the above emoluments, the three highest paid individuals were granted share options under the Company’s share
option scheme. The details of these benefits in kind are disclosed under the section “Share Option Schemes” in the Report of
the Directors and note 30.

The emoluments of the three (2005: three) highest paid individuals are within the following bands:

2006 2005

Number of Number of

individuals individuals

$2,000,001 - $2,500,000 2 1
$3,000,001 - $3,500,000 - 1
$3,500,001 - $4,000,000 1 1
3 3

14 Employee retirement benefits
The Group participates in two defined contribution retirement schemes, an Occupational Retirement Scheme (“ORSO") and a
Mandatory Provident Fund Scheme (“MPF"), for employees {together “the Schemes”). The assets of the Schemes are held
separately from those of the Group in funds administered independently of the Group’s management.

Contributions to the ORSO scheme by the Group and the employees are calculated as specified percentages of each employee’s
basic salary. Where employees leave the scheme prior to the full vesting of the employer’s contributions, the amount of forfeited
contributions is used to reduce the contributions payable by the Group. At 30 June 2005 and 20086, all available forfeited
contributions had been utilised by the Group to reduce its contributions payable.

A MPF scheme was established under the Hong Kong Mandatory Provident Fund Scheme Ordinance in December 2000 and
the Group's employees may elect to join the MPF scheme. Both the Group and the employees are each required to make
contributions to the scheme at 5% of the employees’ relevant income, subject to a cap of monthly relevant income of $20,000.
Contributions to the scheme vest immediately.




- Notes to the Financial Statements

For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

15 Profit attributable to equity holders of the Company
The consolidated profit attributable to equity holders of the Company includes a profit of $11,824,000 {2005: $7,393,000) which
has been dealt with in the financial statements of the Company.

16 Dividends

2006 2005
$000 $000
Interim, paid, of nil (2005: $0.19) per share — 110,730
Final, proposed, of $0.12 (2005: $0.20) per share 69,935 116,558
Attributable to the year 69,935 227,288

At a meeting held on 28 August 2008, the directors proposed a final dividend of $0.12 per share. This proposed dividend is not
reflected as a dividend payable in these financial statements, but will be reflected as an appropriation of retained profits for the
year ending 30 June 2007.

17 Earnings per share
The calculations of basic and diluted earnings per share are based on the Group’s profit attributable to equity holders of $70,020,000
(2005 restated: $326,944,000).

The basic earnings per share is based on the weighted average number of shares in issue during the year of 582,791,428 (2005:
582,813,116). The diluted earnings per share is based on 582,889,237 (2005: 582,837,482) shares which is the weighted
average number of shares in issue during the year plus the weighted average number of 97,809 (2005: 24,366) shares deemed
to be issued at no consideration if all outstanding options had been exercised.
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18 Fixed assets

Medium term Computer,
leasehold billing
land and Network and office
buildings in Leasehold and testing telephone Other  Network under
Hong Kong  improvements equipment equipment fixed assets construction Total
$000 $000 $000 $000 $000 $000 $o00
At 1 July 2004
Cost
As previously reported 8,000 181,081 3,275,450 501,879 64,988 640,037 4,671,435
Prior year adjustment
arising from adoption of new
accounting standards (note 3 (a)) — 23,522 — — — (134,702) (111,180)
As restated 8,000 204,603 3,275,450 501,879 64,988 505,335 4,560,255
Accumulated depreciation
as previously reported (8,000) {149,924) {2,049,433) {424.827) (53,518) {31,939) (2,717,641)
Prior year adjustment
arising from adoption of new
accounting standards {note 3 (a}) - (7,571} — — — - {7,571}
As restated {8,000} (157,495) {2,049,433) (424,827) {53,518) {31,939) (2,726,212)
Net book amount, as restated — 47,108 1,226,017 77,052 11,470 473,396 1,835,043
Year ended 30 June 2005
Opening net book amount, as restated — 47,108 1,226,017 77,052 11,470 473,396 1,835,043
Exchange differences — (14) - (15) (5) — {34)
Additions - 25,632 16,420 27,822 14,759 592,759 677,392
Reclassifications — — 640,300 — — (640,300} —
Disposals — (471) {3.852) (68) (1,618) (2,651} (8,650)
Depreciation — (25,185) (386,580} {29,001) (9,946} — (450,712)
Closing net book amount — 47,070 1,492,305 75,800 14,660 423,204 2,053,039

Smia r}Tone Telecommunications Holdings Limited ﬂ
A
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18 Fixed assets (continued)

Medium term Computer,
leasehold billing
land and Network and office
buildings in Leasehold and testing telephone Other  Network under
Hong Kong  improvements equipment equipment fixed assets construction Total
$000 $000 $000 $000 $000 $000 $000
At 30 June 2005
Cost
As previously reported — 185,436 4,028,106 514,903 63,388 423,204 5,215,037

Prior year adjustment arising from
adoption of new accounting
standards {note 3 {a)} - 24,381 (155,535) - — - (131,154}

As restated - 209,817 3,872,571 514,903 63,388 423,204 5,083,883

Accumulated depreciation

as previously reported — (154,189} (2,389,339) (439,103) (48,728) — (3,031,359}
Prior year adjustment arising

from adoption of new accounting

standards {note 3 (a)) - (8,558) 9,073 — — — 515
As restated — (162,747} (2,380,266) (439,103) (48,728) - (3,030,844)
Net book amount, as restated - 47,070 1,492,305 75,800 14,660 423,204 2,053,039
Year ended 30 June 2006
Opening net book amount, as restated — 47,070 1,492,305 75,800 14,660 423,204 2,053,039
Exchange differences —_ 108 — 143 53 — 304
Additions — 24,978 5,109 48,528 5,194 275,419 359,228
Reclassifications — — 482,285 — — (482,285) —
Disposals — (692) {3,296) (219) {362) (688) (5,247)
Depreciation - (31,175) (409,181} (33,784) (9,120} - (483,260)
Closing net book amount — 40,289 1,567,222 90,468 10,435 215,650 1,924,064
At 30 June 2006 -

Cost - - 224,431 4,317,822 558,012 62,207 215,650 5,378,122
Accumulated depreciation - (184,142) {2,750,600) (467,544) (51,772) - (3,454,058)
Net book amount - 40,289 1,567,222 90,468 10,435 215,650 1,924,064

At 30 June 20086, the net book amount of fixed assets held by the Group under finance leases amounted to $285,301,000 (2005:
$394,541,000).

2} SmarTone Telecommunications Holdings Limited



19 Investments in subsidiaries

a Investment in subsidiaries
2006 2005
$000 $000
Unlisted shares, at cost 939,189 939,189
Particulars of the principal subsidiaries at 30 June 2006 are as follows:
Particulars of Group
Place of Principal activities issued equity
Name incorporation and place of operation share capital interest
SmarTone The British Investment holding and 1,000 ordinary 100%
(BVI) Limited * Virgin Islands group financing in BVi shares of US$1 each
("BVI")
SmarTone Mobile Hong Kong Provision of mobile services 100,000,000 100%
Communications and sales of mobile ordinary shares
Limited telephones and accessories of $1 each
in Hong Kong
SmarTone 3G Hong Kong Provision of 3G mobile 2 ordinary 100%
Limited services in Hong Kong shares of $1 each
SmarTone Hong Kong Provision of agency and 2 ordinary shares 100%
Telecommunications consultancy services in of $1 each
Services (China) Hong Kong and
Limited Mainland China
SmarTone- Macau Provision of mobile 100,000 shares of 72%
Comunicacbes services and sales of MOP100 each
Mbveis S.A. mobile telephones
and accessories in Macau
BEMNESaERF The People’s Provision of customer Registered capital 100%
RIS BR AR Republic of support services and of $9,200,000
China telemarketing services

* Subsidiary held directly by the Company.

in Mainland China

All of the above subsidiaries are limited liability companies.

SmarTone Telecommunications Holdings Limited
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Investments in subsidiaries (continued)

b Amount due from a subsidiary

2006 2005
$000 $000
Amount due from a subsidiary 2,906,707 2,906,707
c Amount due to a subsidiary
2006 2005
$000 $000
Amount due to a subsidiary 397,921 300,204
Amounts due from/to subsidiaries are unsecured, interest-free and have no fixed terms of repayment.
Interest in an associate
2006 2005
$000 $000
Share of net assets - —
Amount due from an associate, less provision 1,812 29,469
1,812 29,469
2006 2005
$000 $000
At 1 July 29,469 3,050
Write back of provisions for amount due from an associate - 26,419
Repayment of amount due from an associate (27,657) —
At 30 June 1,812 29,469

During the year ended 30 June 2005, following an assessment of the recoverability of the amount due from an associate, the
Group reversed the provision for amount due from an associate by $26,419,000, which was credited to the consolidated profit

and loss account of the Group as other gains (note 7).

Amount due from an associate is unsecured, interest free and has no fixed terms of repayment.

&1 smarTone Telecommunications Holdings Limited
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Interest in an associate (continued)
Particulars of the associate at 30 June 2006 are as follows:

Place of
incorporation
Name and operation

Principal activity

New Top Finance Limited The British Virgin

Islands

Investment holding

Particulars of
issued shares held

Interest
held

375 ordinary shares

of US$1 each

37.5%

The Group has not disclosed the assets, liabilities, accumulated losses and the unrecognised losses of the associate as the

amounts are immaterial to the Group.

Financial investments

2006 2005
$000 $000
Investment securities (a) - 49,013
Available-for-sale financial assets (b) 40,281 —
Held-to-maturity debt securities (c) 692,180 1,086,780
732,461 1,135,793
Less: Held-to-maturity debt securities maturing within one year of the
balance sheet date included under current assets (660,237) (390,895}
Total non-current financial investments 72,224 744,898
Available-for- Held-to-
sale financial maturity debt
assets securities Total
$000 $000 $000
Carrying value at 30 June 2006
Listed outside Hong Kong — 31,943 31,943
Unlisted, traded on inactive markets and of private issuers 40,281 660,237 700,518
40,281 692,180 732,461
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21 Financial investments (continued)

a Investment securities
2006 2005
$000 $000
At 1 July - 47,744
Additions - 7,800
Provisions for impairment recognised in the consolidated profit and toss account —_ {6,531)
At 30 June (i} - 49,013

(i) After the adoption of HKAS 39 as at 1 July 2005, the balance of investment securities of approximately $49,013,000 was classified
as available-for-sale financial assets of the same amount.

b Available-for-sale financiai assets

2006 2005
$000 $000
At 1 July 49,013 —
Additions 3,900 —
Provisions for impairment recognised in the consolidated profit and loss account (12,632) —
At 30 June 40,281 —

m$ SmarTone Telecommunications Holdings Limited
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Financial investments (continued)

o Held-to-maturity debt securities

2006 2005

$000 $000
At 1 July 1,086,780 1,569,634
Amortisation (9,483) (15,054)
Disposal (379,922) {467,800)
Exchange differences (5,195) —_
At 30 June 692,180 1,086,780

During the years ended 30 June 2005 and 2006, no gain or loss arose on the disposal of certain listed held-to-maturity

debt securities as follows:

2006 2005
$000 $000
Proceeds from maturity of securities 379,922 467,800
Carrying value at dates of redemption/maturity (379,922) (467,800)
Net realised gain on disposal - —
Intangible assets
Handset Mobile
subsidies licence fees Total
$000 $000 $000
(restated) (restated)
At 1 July 2004
Cost
As per previously reported 27,604 — 27,604
Prior year adjustment arising from adoption of
new accounting standard (note 3 (a)) — 650,003 650,003
As restated 27,604 650,003 677,607
Accumulated amortisation (14,613) — (14,613)
Net book amount, as restated 12,991 650,003 662,994

. ] -
Smiarffone Teléco

unications Holdings Limited
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For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

Intangible assets (continued)

Handset Mobile
subsidies licence fees Total
$000 $000 $000
(restated) (restated)

Year ended 30 June 2005
Opening net book amount, as restated 12,991 650,003 662,994
Additions 69,024 25,784 94,808
Amortisation * (30,942) (33,150) (64,092)
Closing net book amount 51,073 642,637 693,710
At 30 June 2005
Cost
As per previously reported 67,215 — 67,215
Prior year adjustment arising from adoption of

new accounting standard (note 3 (a)) — 675,787 675,787
As restated 67,215 675,787 743,002
Accumulated amortisation
As per previously reported (16,142) — (16,142)
Prior year adjustment arising from adoption of

new accounting standard (note 3 (a)) — (33,150) (33,150)
As restated (16,142) (33,150) (49,292)
Net book amount, as restated 51,073 642,637 693,710
Year ended 30 June 2006
Opening net book amount, as restated 51,073 642,637 693,710
Additions 283,598 47,262 330,860
Amortisation * {(166,209) (58,402) (224,611)
Closing net book amount 168,462 631,497 799,959
At 30 June 2006
Cost 345,571 723,049 1,068,620
Accumulated amortisation (177,109) {91,552) (268,661)
Net book amount 168,462 631,497 799,959

The carrying amounts of the intangible assets approximate their fair values.

* Included handset subsidies written off of $4,156,000 (2005: $593,000).

Sl SmarTone Telecommunications Holdings Limited



23 Inventories

2006 2005
$000 $000

Mobile telephones and accessories
Cost 86,882 204,379
Less: provision for impairment of inventories (7,310) (15,279)
79,572 189,100

Inventories represent goods held for re-sale. At 30 June 2008, inventories carried at cost and inventories carried at net realisable
values amounted to $76,447,000 {2005: $187,917,000) and $3,125,000 (2005: $1,183,000) respectively.

The Group reversed $7,921,000 of impairment loss of inventories during the year ended 30 June 2006 (2005: recognised an
impairment loss of $12,103,000). The amount reversed has been included in cost of inventories sold in the consolidated profit
and loss account.

24 Trade and other receivables

Group Company

2006 2005 2006 2005

$000 $000 $000 $000

Trade receivables 166,136 181,951 - —
Less: provision for impairment of trade receivables (14,241} (13,835) - —
Trade receivables — net 151,895 168,116 — -
Deposits and prepayments 119,587 117,158 173 87
Other receivables 30,435 33,528 1,690 3,493
301,917 318,802 1,863 . 3,580

Less: deposits and prepayments — non-current portion  (44,296) — - —

Current portion 257,621 318,802 1,863 3,680
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For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

24 Trade and other receivables (continued)
The Group allows an average credit period of thirty days to its subscribers and other customers. An ageing analysis of trade
receivables, net of provisions, is as follows:

2006 2005

$000 $000

Current to 30 days 138,200 147,715
- 60 days 10,769 11,451

- 90 days 2,547 4,259
Over 90 days 379 4,691
151,895 168,116

There is no concentration of credit risk with respect to trade receivables, as the Group has a large number of customers.

The Group has recognised a loss of $12,912,000 (2005: $14,611,000) for the impairment of its trade receivables during the year
ended 30 June 2006. The loss has been included in other operating expenses in the consolidated profit and loss account.

25 Cash and bank balances

Group Company

2006 2005 2006 2005

$000 $000 $000 $000

Short-term pledged bank deposits (a) 320,130 327,539 315,804 323,213
Cash at bank and in hand 54,632 81,295 4,153 2,120
Short-term bank deposits 983,898 366,378 — —
Cash and cash equivalents 1,038,530 437,673 4,153 2,120
1,358,660 765,212 319,957 325,333

a Of the pledged bank deposits, $181,733,000 (2005: $170,910,000) has been pledged as cash collateral for the Group’s 3G hcence performance
bonds as referred to in note 31 — "Commitments and contingent liabilities”.

SmarTone Telecommunications Holdings Limited



26 Trade and other payables

Group Company
2006 2005 2006 2005
$000 $000 $000 $000
{restated)

Trade payables 158,225 137,317 - —
Other payables and accruals 663,530 708,518 1,540 1,616
Current portion 821,755 845,835 1,540 1,616

An ageing analysis of trade payables is as follows:
2006 2005
$000 $000
Current to 30 days 92,994 95,906
31 -60days 28,922 21,075
61— 90 days 7.860 3,276
Over 90 days 28,449 17,060
158,225 137,317

- p— —
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27 Deferred income tax
Deferred income tax for the Group’s temporary differences arising from operations in Hong Kong and overseas is calculated at
17.5% (2005: 17.5%) and the appropriate current tax rates of ruling in the relevant countries respectively.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The amounts determined after
appropriate offsetting, shown in the consolidated balance sheet are as follows:

2006 2005
$000 $000
(restated)
Deferred income tax assets (5,450) (8,311)
Deferred income tax liabilities 138,443 158,393
132,993 150,082
The gross movement on the deferred income tax liabilities/(assets) is as follows:
Deferred
income Deferred
tax liabilities income tax
in relation to assets in relation
accelerated tax to tax losses Total
$000 $000 $000
(restated) (restated)
At 1 July 2004 146,190 (2,857) 143,333
Recognised in the consolidated profit
and loss account (note 11 (a)) 12,203 (5,454) 6,749
At 30 June 2005 158,393 (8,311) 150,082
At 1 July 2005 158,393 (8,311) 150,082
Recognised in the consolidated profit
and loss account (note 11 (a)) (19,950) 2,861 {17,089)
At 30 June 2006 138,443 (5,450) 132,993

Deferred income tax assets are recognised for tax loss carry forwards to the extent that the realisation of the related tax benefit

through the future taxable profits is probable.

The Group has not recognised deferred income tax assets of $22,550,000 (2005: $35,860,000) in respect of tax losses of
$128,859,000 (2005: $204,915,000). The tax losses do not expire under current tax legislation.

- SmarTone Telecommunications Hold Limited




28 Mobile licence fee liabilities

29

30

2006 2005
$000 $000
At 1 July 561,940 550,003
Additions 47,262 —
Accretion expenses
Capitalised - 25,784
Expensed in consolidated profit and loss account (note 10} 66,022 36,153
Payment (50,000} (50,000)
At 30 June 625,224 561,940
Less: mobile licence fee liabilities — current portion (52,407) (50,000)
Non-current portion 572,817 511,940
Share capital
Shares of
$0.1 each $000
Authorised
At 1 July 2004, 30 June 2005 and 30 June 2006 1,000,000,000 100,000
Issued and fully paid
At 1 July 2004, 30 June 2005 and 30 June 2006 582,791,428 58,279

Employee share option schemes

Pursuant to the terms of the share option scheme adopted by the Company, the Company may grant options to the participants,
including directors and employees of the Group, to subscribe for shares of the Company. A summary of the terms of the share

option scheme is as follow.

a Movements in share options

2006 2005
Number of share options
At 1 July 13,092,500 12,590,500
Granted - 579,000
Cancelled or lapsed {1,258,000) (77,000)
At 30 June 11,834,500 13,092,500
Share options vested at 30 June 7.741,165 4,260,166

i 1
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For the year ended 30 June 2006
(Expressed in Hong Kong dollars)

30 Employee share option schemes (continued)

b Terms of unexpired and unexercised share options at balance sheet date

2006 2005

Number Number

Exercise of share of share

Date of grant Exercise period price options options
10 February 2003 10 February 2003 to 16 July 2011 $9.29 3,000,000 3,000,000
10 February 2003 2 May 2003 to 1 May 2012 $9.20 133,500 133,500
5 February 2004 5 February 2005 to 4 February 2014 $9.00 8,122,000 9,380,000
6 December 2004 6 December 2005 to 5 December 2014 $8.01 193,000 193,000
4 January 2005 4 January 2006 to 3 January 2015 $8.70 193,000 193,000
1 March 2005 1 March 2006 to 28 February 2015 $9.05 193,000 193,000
11,834,500 13,092,500

c Details of share options granted
Details of share options granted during the year at a nominal consideration of $1 for each lot of share options granted are

as follows:
2006 2005
Number Number
Exercise of share of share
Date of grant Exercise period price options options
6 December 2004 6 December 2005 to 5 December 2014 $8.01 - 193,000
4 January 2005 4 January 2006 to 3 January 2015 $8.70 - 193,000
1 March 2005 1 March 2006 to 28 February 2015 $9.05 — 193,000
- 579,000

No share options were granted during the year ended 30 June 2006. The fair value of share options granted during the
year ended 30 June 2005 is determined using the Black-Scholes valuation model and are disclosed in the directors’ report
headed “Share Option Scheme"”.

SmarTone Telecommunications Holdings Limited



31 Commitments and contingent liabilities

a Capital commitments
Capital commitments outstanding at 30 June 20086 not provided for in the financial statements were as follows:

Group

2006 2005
$000 $000

Contracted for
Fixed assets 41,932 31,790
Equity securities 7,628 11,700
Authorised but not contracted for 563,275 450,182
612,835 493,672

The Company did not have any capital commitments at 30 June 2006 (2005: Nil).

b Operating lease commitments
The Group leases various retail outlets, offices, warehouses, transmission sites and leased lines under non-cancellable
operating lease agreements. The leases have varying terms, escalation clauses and renewal rights.

At 30 June 2008, the total future minimum lease payments under non-cancellable operating leases are payable as follows:

Group

2006 2005
$000 $000

Land and buildings and transmission sites
Within one year 310,143 289,108
After one year but within five years 257,311 187,877
After five years 35,264 9,742
602,718 486,727

Leased lines

Within one year 25,850 36,870
After one year but within five years 2,052 3,102
27,902 39,972

The Company did not have any operating lease commitments at 30 June 2006 (2005: Nil).

Py r e
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31 Commitments and contingent liabilities (continued)

c Performance bonds
Group Company
2006 2005 2006 2005
$000 $000 $000 $000
Hong Kong 3G Licence 351,243 310,746 351,243 310,746
Other 1,942 1,942 - —
353,185 312,688 351,243 310,746

The performance bonds were issued by certain banks in favour of the Telecommunications Authorities of Hong Kong and
Macau in accordance with various telecommunications licences issued by those authorities to the Group. The banks’
obligations under the performance bonds are guaranteed by the Company and various subsidiaries of the Company.

On 22 October 2005, the fourth anniversary of the issue of the 3G Licence and subsequent to the payment of the fourth
year spectrum utilisation fee of $50 million, the performance bond was revised. The revised bond was for $351 million
with a duration of five years.

d Lease out, lease back agreements
Under certain lease out, lease back agreements entered into during the year ended 30 June 1999, a subsidiary of the
Company has undertaken to guarantee the obligations of the intermediary lessees to the lessors as agreed at the inception
of the lease for a period of 16 years. The directors are of the opinion that the risk of the subsidiary company being called
upon to honour this guarantee is remote and accordingly the directors do not consider that an estimate of the potential
financial effect of these contingencies can practically be made.

e Bank facilities guarantees
At 30 June 2006, there were contingent liabilities in respect of guarantees given by the Company on behalf of a wholly
owned subsidiary relating to uncommitted banking facility granted by certain banks of up to $100 million (2005: short term
revolving credit facilities and uncommitted trade finance facility of $300 million). No amount was utilised by the subsidiary
at 30 June 2005 and 2006.

- I SmarTone Telecommiunications Holdin




32 Related party transactions

The Group is controlled by Cellular 8 Holdings L.td, which owns 53% of the Company’s shares. The remaining 47 % of the shares
are widely held. The ultimate parent of the Group is SHKP, a company incorporated in Hong Kong.

a

During the year, the Group had significant transactions with certain related parties in the ordinary course of business as
set out below. All related party transactions are carried out in accordance with the terms of the relevant agreements
governing the transactions.

2006 2005
$000 $000
Operating lease rentals for land and buildings and transmission sites (i)
Fellow subsidiaries 56,276 49,430
Insurance expense (i)
Fellow subsidiaries 5,436 8,096

(i) Operating lease rentals for land and buildings and transmission sites

Certain subsidiaries and associated companies of SHKP have leased premises to the Group for use as offices, retail shops and
warehouses and have granted licences to the Group for the installation of base stations, antennae and telephone cables on certain
premises owned by them.

For the year ended 30 June 2006, rental and licence fees paid and payable to subsidiaries and associated companies of SHKP
totalled $56,276,000 (2005: $49,430,000).

(if) Insurance expenses

Sun Hung Kai Properties Insurance Limited and Hung Kai Insurance Brokers Company Limited, wholly owned subsidiaries of SHKP.
provide general insurance services to the Group. For the year ended 30 June 2008, insurance premiums paid and payable were
$5,436,000 (2005: $8,096,000).

At 30 June 20086, the Group had an interest in an associate, the major shareholder of which is a subsidiary of SHKP. The
principal activity of the associate is to invest in an equity fund which primarily invests in technology related companies in
the People’s Republic of China.

New-Alliance Asset Management {Asia) Limited (“New-Alliance"”), an associate of SHKP up to 2 May 2006, has been
appointed as the investment manager of the Group's ORSO scheme since October 1999. For the years ended 30 June
2005 and 2008, no fees were paid by the Group as New-Alliance is remunerated by way of fee levied on mutual funds to
which the Group's Occupational Retirement Scheme subscribes.

SmarTone Telecommunications Holdings Limited
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32 Related party transactions (continued)

d Key management compensation

For the year ended 30 June

2006 2005

$000 $000

Salaries and other short-term employee benefits 22,536 25,491
Share-based payments 1,800 3,029
24,336 28,520

e The trading balances set out below with SHKP and its subsidiaries (the “SHKP Group"} (including buildings and estates
managed by the SHKP Group) are included within the relevant balance sheet items:

2006 2005
$000 $000
Trade receivables (note 24) 514 631
Deposits and prepayments {note 24) 3,942 4,967
Trade payables (note 26} 91 168
Other payables and accruals (note 26) 5,716 3,361

The trading balances are unsecured, interest-free and repayable on similar terms to those offered to unrelated parties.

33 Ultimate holding company
The directors consider the ultimate holding company at 30 June 2006 to be Sun Hung Kai Properties Limited, a company
incorporated in Hong Kong with its shares listed on the main board of The Stock Exchange of Hong Kong Limited.

SmarTone Telecommunications Holdings Limited
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13 58RBREHFAL

BEEEHALH 22 (2005: 2R) BEE  EHSE NI 12185 - H88342 (2005 38) AT G AEMT -
2006 2005
$000 $000

E = 6,661 7,706

TE4L 746 1,083

BIRG T EIHZ 596 633
8,003 9,422

BRA EBHESN  ARARBARABRENBAREESHFALRLBRE - ZFEYBFZIBCRESTRES
THE At at 8l) —#1 R MY SE 30 R EE -

3% (2005 3R) BEFALZHFMAOHHENT -

2006 2005

B8 AR EBE AR

$2,000,001 - $2,500,000 2 1
$3,000,001 - $3,500,000 - 1
$3,500,001 - $4,000,000 1 1
3 3

14 EEEHKER
AKBLAAER2EMBARERKZRAE SEBRERRABIRGHEDEE B ([RBESHE]) (WES
RBBIZFTE])  ZESHBZEERFERA2EEDNSARE  THBYEBRESQAFRE -

AREREEABIEAABELZHR  DRBEEEFRIETADLAE - EERT2HERE X HAABR
MmBOR Mz B3R - AT IR SRR B 2 R 3R - 20055 K% 2006F 6 A308 « FrE RE R RIKETBIPE BB
ZHEF CRAEEAREZ BRMK -

BB ETETIR2000F 12 ARBEERHELBREHBIARIRY - ARBAZEETBELMABLIE - A5 H
REBRHAZBEEEMAF 5% M BIMR - SFEHRZ AH LR B$20,000 - HEX— @ FRBESHE - 2B
EBEFME -

BEBERAEEERAD




g% = Mo

EHE2006F6 A308 I ER
(& 3E)

15 EATIRERELRF
AAFTBERMGEARMNEE —ECIARAR G HHRE 2$11,824,000(2005 : $7,393,000) °

16 BRR
2006 2005
$000 $000
O BARR B - TR & (2005 ¢ $0.19) - 110,730
¥R R EARR S - FA%$0.12 (2005 : $0.20) 69,935 116,558
BRAFE 69,935 227,288

M2006E8828A BRI @+ HERBEBEEMS0 122 RARE - HERKRELERZZUBHRRANE
FETRL S - NS PIEE 20076 A30B L FE 2 RE @M DK °

17 SRER
RS B S 158 20 R T AR i A £ B AR 5 {8 3% F1$70,020,000 (2005 & %1 : $326,944,000) 5T E

BRERBRAEBERDEITIRM 2 N F1H80582,791,428R% (2005 : 582,813,116 5T & - BREHRF
B #582,889,237% (2005 : 582,837,482R%) 5%  HRE NEHEFACRITRM ZMEFTHE - RINE IPEAE
BREITE RS A UTRERITRMG 2 I F897,8094% (2005 : 24,366/%) 5T -

HESBAKEER
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BE&E
&E B BE
FHHE HE Bigk )58 N Hith
T REF MEEE B RE TR BrEE vige gk e
$000 $000 $000 $000 $000 $000 $000
K20045£7818
AR
PR 8,000 181,081 3,275,450 501,879 64,988 640,037 4,671,435
ERmEF et ElEEy
BEFEHE (K3 () — 23,522 — — — {134,702}  {(111,180)
rE5| 8,000 204,603 3,275,450 501,879 64,988 505,335 4,560,255
R IWE - ME2R (8,000) {149,924)  (2,049,433) (424,827) (53,518) {31,939) (2,717,641)
ARBF ST ENEEY
BAEFEHE (K3 @) — {7,571) — - — — {7,571)
B E D {8,000) (157,495)  {2,049,433) (424,827) (53,518) (31,939) (2,725,212)
REFE - BES — 47,108 1,226,017 77,052 11,470 473,396 1,835,043
HBE2005F6A30BILEE
FYEREFE  8EY — 47,108 1,226,017 77,052 11,470 473,396 1,835,043
ERERH — (14) — (15) (5) — (34)
AE — 25,632 16,420 27,822 14,759 592,759 677,392
BEFAH — — 640,300 — — {640,300} —
He - (471) {3,852) (58) (1,618) (2,651) {8,650)
& — {25,185) {386,580) {29,001) (9,946) — {450,712)
FREEZE — 47,070 1,492,305 75,800 14,660 423,204 2,053,039




B % ¥R MR

B Z2006%E6 H308 It E/F
e o L - (K8 T3 1)
18 BEEEE ®)
58 B BE
PHIRE mE WE K 5§ YN Hit
TRETF ME S B B BrEE ERP% BE
$000 $000 $000 $000 $000 $000 $000
2005%£6H 308
AR
PUETER — 185,436 4,028,106 514,903 63,388 423,204 5,215,037
BERAF S ERNEE Y
BEEEAE (K3 @) — 24,381 {155,535) — — — {131,154)
BEY| — 209,817 3,872,571 514,903 63,388 423,204 5,083,883
QHWE  MAER — {154,189)  (2,389,339) (439,103) (48,728) —  (3,031,359)
BEMF S ERIELEY
BEEERE (H3E3 @) —_ {8,558) 9,073 — — — 515
BES| — {162,747)  {2,380,266) (439,103) (48,728) —  (3,030,844)
REFE LFY — 47,070 1,492,305 75,800 14,660 423,204 2,053,039
BZE20065F6A30BLLERE
FNEEFE  BET — 47,070 1,492,305 75,800 14,660 423,204 2,053,039
ERZEH — 108 — 143 53 — 304
RE — 24,978 5,109 48,528 5,194 275,419 359,228
ENOH — — 482,285 — — (482,285) —
HE — {692) (3,296) (219) (352) (688) {5,247)
e — (31,175) {409,181) (33,784) (9,120) — (483,260)
FRIREFE - 40,289 1,567,222 90,468 10,435 215,650 1,924,064
1220065E6A 308
%3 - 224,431 4,317,822 558,012 62,207 215,650 5,378,122
RN - {184,142)  (2,750,600) (467,544) (51,772) —  (3,454,058)
REEE - 40,289 1,567,222 90,468 10,435 215,650 1,924,064

MN2006E6830R F AEFAURBHER A ETEERMFE5H$285,301,000(2005 : $394,541,000) °

MEMAERLR



19 RHBATSZIRE

a

BB AR ZRE

FELTRGZEERE

2006
$000

939,189

2005
$000

939,189

M2006F6A30R X EMBRRIFHELT

EE AL TEERR
UNGIES B ST 3 26 IS FRTEL
SmarTone (BVI) KBRZEE ERBEXHEUE
Limited * REERREERE
HEREM EE EERRETRHBAM
BRQAE REREEREE:
R B
SmarTone 3G 5% EEBRHIGRD
Limited BB BRI
BEBEMRS o EEERTRIEHR
(FB)BRAE RELBBRS
HEBRBBEA P! ERMIRE RSB
(R BRI BRDF REREEREE R
KBt
BENEBERRE PEAR EPRREHEATSE
REBRE A FHANE BREREZEERS

*  HARFEEFEZIMBRA -

LRFmERB ARG AERRMEAR

B#1T
BRAFE

1,000% & & A%
SREEIET

100,000,0008%
TER
BREES

203 ¥ AR
BREES

2% LA
SREAES

100,0008% A& 2
SRREERM
1007T

R & K
$9,200,000

AEE
PGt

100%

100%

100%
100%

72%

100%



g% % = i Il

BE2006FE6H308 IFEF
B ) (mEZIE)
19 RHBATZIRE @

b EW—FEHEBEATZRA
2006 2005
$000 $000
EW—RENB AR ZFIE 2,906,707 2,906,707

c REN—HHBATZZIE
2006 2005
$000 $000
FE A — R B BB A B 2 308 397,921 300,204

U,/ EAMBARZRBELEIRR SEREBTERS-
20 EpBEATRELS

2006 2005
$000 $000
DIEEERE - —
FEW — B & QT RIE - R 1,812 29,469
1,812 29,469
2006 2005
$000 $000
W7H18 29,469 3,050
B W — RSB REZBE - 26,419
—HBE D REEZICE (27,657) —
M®6A308 1,812 29,469

RBZE2005F6 A30H I FE - EFHETELRE—RBERRRKZBERE - AEEKER B2 2R RE
2R HEDH$26,419,000  ZERRCRAKERSBER CHMBWEAAR HE7) -

B —RBERRRALBER  REREBEETERY -

BmERAEEERAD




20 NEFBEATIHER 2
20066 A30R 2B & DA T ¢

HEMRIE BEDHT
NGIE-Y 3100 TEEK Bin 2 1 HEER
New Top Finance Limited HEBEZES REER 375 KA 37.5%
BREE1ET

MRZBEDRZEE B R BERKABREEZ SHUALAYFER  YALEYERBRSSE -

21 &HIRE
2006 2005
$000 $000
A FH (a) - 49,013
AEHESHEE (b 40,281 —
BEIHAZEERES (o) 692,180 1,086,780
732,461 1,135,793
B REBEHRFMERINB2BERHE 2
BEREHF(BEERBEEN) (660,237) (390,895)
FREERIR TS 72,224 744,898
S HEIHE
TREE ZIEBE ikl
$000 $000 $000
200668308 2 BREE
REBUET — 31,943 31,943
LT WIERNEBEMBLEE R ARIT 40,281 660,237 700,518
40,281 692,180 732,461

BEAEREEER A
P |



B % #Ii = M &

FE2006466H3081FFF

C izl
21 &R E @
a BEZRF

2006 2005

$000 $000

R7A1H - 47,744

w2 - 7,800

RERBRRERZBERE - (6,531)

HReH30B (i) - 49,013

()  M2005F7A1BERREEE

HHERIE 39514 -

#$49,013,0007 IR EBHHRBREFT HRABFAER THRES SR

BE -

At ESHEE
2006 2005
$000 $000
»w7R18 49,013 —
nE 3,900 —
NEEBRRERZRERE (12,632) —
W6 HA308 40,281 —_

| BEBEREEERLT




21 E&MBE @)

¢ REIHAZEHES

2006 2005

$000 $000
R7A18 1,086,780 1,669,634
B 8 (9,483) (15,054)
e (379,922) (467,800)
PE N R (5,195) —
7 6A30H 692,180 1,086,780

REZE2006% R 20066 A30R L FE - HEET MRS HMBE 2 EHBHRAEEZHNHLHBES o

T
2006 2005
$000 $000

FH IS 2 FE 379,922 467,800
RIEE, B 2 REE (379,922) (467,800)
HE RS EEE - —
22 BEEE
mEAEN

FERG REBEE k]
$000 $000 $000
(E%)) (E%))

R2004%7H1H

BX AR

POETES ] 27,604 — 27,604
ARMF T EELE 2 BAEFEHE M3 (a) — 650,003 650,003
LET| 27,604 650,003 677,607
REt#E (14,613) — (14,613)
REEE - 8FY 12,991 650,003 662,994

55 8 75 4096 9 7 08 2 2



B %% &R M

HE2006E6 H30H IFFE
(LB TEFE)
22 BREEE @)
BB
FrRh PRFEIER & e}
$000 $000 $000
(7)) (&%)
HE 20056308 LLEE
EYERMEE  8F75 12,991 650,003 662,994
RE 69,024 25,784 94,808
i (30,942) (33,150) (64,092)
FREEFE 51,073 642,637 693,710
22005568308
DN
AT 28R 67,215 — 67,215
HEmm et £REL 2 BT EERHE (3 (a) — 675,787 675,787
BB 67,215 675,787 743,002
REtEH
A2 | (16,142) — (16,142)
HENH e ERELE Y BEEERAE (HIE3 (a) — (33,150) (33,150)
BET (16,142) (33,150) (49,292)
EREEE - KEY 51,073 642,637 693,710
HZ20065F6 8308 ILFEE
FEMREFEE - KET 51,073 642,637 693,710
RE 283,598 47,262 330,860
HiH {166,209) (58,402) (224,611)
FRERFE 168,462 631,497 799,959
¥20065E6H8 308
5. 345,571 723,049 1,068,620
FETHY (177,109) {91,552) (268,661)
REFE 168,462 631,497 799,959

B EEREERAEQNFERS

* EIEC W3S > FREFFAL$4,156,000 (2005 © $593,000) -




2006 2005
$000 $000

MEEFALEM
[N 86,882 204,379
B FEZHERE {7.310) (15,279)
79,572 189,100

FEESFEEERRZESR - R2006566A308 T EZRERAEE FEH R B$76,447,000(2005 :
$187,917,000) %$3,125,000 (2005 : $1,183,000) °

AEBNBE2006F6 A30B L FEARBREERMERGIES7,921,000(2005 : HZRMERIES12,103,000) o & @5
LEHEREERABRERZIHEEERKRAA -

24 FRWEERHMEKRIE

AEEE ¥ N/N]

2006 2005 2006 2005

$000 $000 $000 $000

FEUE ¥R 166,136 181,951 - —_
B R ERRZRERE (14,241) (13,835) - —
SRR — %8 151,895 168,116 - —
e RIENMZKE 119,587 117,158 173 87
H b s E 30,435 33,528 1,690 3,493
301,917 318,802 1,863 3,580

B Re RN RIE - AR S (44,296) — - —

BNEA &R & 257,621 318,802 1,863 3,580

HEERNEBERAD




B35 R & M

E2006666H30H 1L FE
s - (LoETHIE)
24 FEWEERHMGEWKRIE(B)
AEBATRAEREMEFHTHIORZBRESR - MR BHEEERELERRER2TOT
2006 2005
$000 $000
BEZE30X 138,200 147,715
31E60K 10,769 11,451
61ZE90K 2,547 4,259
90K A+ 379 4,691
151,895 168,116

MRAEBREEAEEFS  BUHEBKREERRZEERRILTERS -

REZE2006F6 8300 HEE - REBOERY B L ERIAMEREA$12,912,000(2005 : $14,611,000) ° %/
B ABERABSRCHEMEERTIA -

25 RMERBITEE

rEH Vi N/N]!

2006 2005 2006 2005

$000 $000 $000 $000

BB EEEITERGA) 320,130 327,539 315,804 323,213
RABERERS 54,632 81,295 4,153 2,120
EWHERITER 983,898 356,378 - —
BERBEEED 1,038,530 437,673 4,153 2,120
1,358,660 765,212 319,957 325,333

a DR /TIER D - $181,733,000(2005 : $170,910,000) BIEIFEAAEMIGH BB HRE 2R G EM & (W31 %
BERIABEIRATR) -

mmmanzssea 3 [HS0Y



26 BIEXRAMBEHARE

rERE FiN/NE]
2006 2005 2006 2005
$000 $000 $000 $000
(&7))

FEfTEEBRR 158,225 137,317 - —
H b 4 308 R FEET 30 663,530 708,518 1,540 1,616
BNERER & 821,755 845,835 1,540 1,616

BREEERRZERITOT :
2006 2005
$000 $000
B E30X 92,994 95,906
31260K 28,922 21,075
61F 90K 7,860 3,276
90K A L 28,449 17,060
158,225 137,317

HEBRAEMER AT




B % $b’z x M =

F2006%F6 5300 1L FEE
L (%ﬁni!fn{) .
27 BREFRTBH
ZIK%IEA%/%&@&I\%%EEZWT%*‘EZ = EFT R Ty RIIR B 3 17.5% (2005 : 17.5%) R BB RRITEAM
EEH o

EEERTANGENSEENBELERRERKAGEEY - BEEMBESRE—MBUE - RIFBELTAEHRE
ERAGBEREY NRAEESBERAIIHZQEEREEEEZBENT -

2006 2005
$000 $000
(&51))
BEFEBHEE (5.450) (8,311)
BEEHEE 138,443 158,393
132,993 150,082
BREFREHREE (BE) ZHEEHNT -

BREMEE RA%E

FRIE 2R B8 2R
FrSHas FiiStiEaE W
$000 $000 $000
(EH) (&3]
200457818 146,190 (2,857) 143,333
RESERERER (HE11 (@) 12,203 (5,454) 6,749
R 200546 A30H 158,393 (8,311) 150,082
M2005%F7A1H 158,393 {8,311) 150,082
AMESIBRREER (M1 (a) (19,950) 2,861 (17,089)
12006568308 138,443 (5.450) 132,993

MEE Y BB EMRRAZ EEREHEAEERNARZHBMNEATEBRRERBENERLHS

AR &S W RIEE1E$128,859,000(2005 : $204,915,000) HERE L AT 15 B & E$22,550,000 (2005 :
$35,860,000) ° RB|WIIBBEN  ZEHBEBBL KRB -

BERRAEAARD A |92




28

29

30

nEEABRERBREAR

2006 2005
$000 $000
(BH)
R7A1H 561,940 550,003
xe 47,262 —
i 32 B S
BREXR - 25,784
REGERRIH (10 66,022 36,153
3R {50,000) (50,000)
M6 FA30R 625,224 561,940
W ORBEAREEREaE BB (52,407) (50,000)
JEBNHA &R 5 572,817 511,940
[
SR@E
$0.17C Z K& 1% $000
EE
¥20045E7H 18 + 2005%6H308 % 200656 830H 1,000,000,000 100,000
BEITRER
¥20045E7H18 - 20055F6 A 30H R 20065E6 B 308 582,791,428 58,279
EERBREE

REBEARRMRABEREFEZGR  FRAITRTFLEAT (BREENESRER) BREUZBAD AR

3 o A Z ERBR AT -

a BREZED

2006 2005
FEREHRE
R7A1E 13,092,500 12,590,500
B - 579,000
BE#HKEK (1,258,000) (77,000)
R6A308 11,834,500 13,092,500
REA308 /& & R+ 2 Ak 7,741,165 4,260,166

‘ﬂﬁ@@ﬁ%mﬁﬁ@a'



By 35 R MR

{

|
E

_i

#HZ2006F6 5305 IFEFE
B (LB TE)E) o
30 EEBKREE w
b REZEBRINBREKRITE EIRE
2006 2005
[ p=p-! TTE AR TEE BiEgE EAESE
2003%2H10H 2003F2H10BE201147R16H $9.29 3,000,000 3,000,000
200342 H108  2003%5H2RE2012465H1H $9.20 133,500 133,500
20042 A5AH 2005F2 A5H E2014F2H4H $9.00 8,122,000 9,380,000
2004%12H6H  2005F12H6HE2014%F12H5H $8.01 193,000 193,000
20051 H4H 200651 4B £2015%1A3H $8.70 193,000 193,000
20053H 18 20063818 E2015%2 A28H $9.05 193,000 193,000
11,834,500 13,092,500
c EERHZEREFS

RER SHBELEREZEERERS  EEL2EREFBEOT
2006 2005
bi-dnap=p-t! 1T AR TE(E By e EREHE
200412868 20059 12H6HE2014%12A5H $8.01 — 193,000
2005 1H4R 2006%F1 4B E2015%1A3R $8.70 - 193,000
200553 H18 200653 A1HZE2015%F2A28H $9.05 - 193,000
- 579,000

HZE2006F6 8300 FEERESEBIRE - NEIE2005F6 8308 LFE  MHEEREZ AFEFEANRD
B-SRMGERRET CREZSRES[ERETE] —HEE -

BEEERERER AT




31 RBRNARAE

a BAEE
20066 A30HERHERRMERRNEBRBEZEREREDT ¢

AEE

2006 2005
$000 $000

B8
BElEEE 41,932 31,790
BARE S 7,628 11,700
BIREEKRETH 563,275 450,182
612,835 493,672

R2006F6 308 + KR EAMEARELE (2005 : ,4{%%) o

b ELHAEAE
REBUAFBEGSLHERZERZEAZTESE HAE B8  WBHRER - 2EHEHFTHERE -
INARIRR R BHIAER) o

M20065F6H30H @ TAIRHEEHERN I ARAKREBSAKERLT ¢

rEE

2006 2005
$000 $000

i AR R B uh
1R 310,143 289,108
1FEEREER 257,311 187,877
5% 1% 35,264 9,742
602,718 486,727

B5ig

1R 25,850 36,870
1B BREER 2,052 3,102
27,902 39,972

20066 A308 » AR AN AL EHL 2 &4E (2005 ¢ &) -

awm%mﬁgﬁm@a




B )& Ko

#HE2006F6 H308 IF F /&
- - . (BETFIE)
31 RBEREAREBE @)
c BHORE
AEE P /N

2006 2005 2006 2005

$000 $000 $000 $000

EHBIGHER 351,243 310,746 351,243 310,746

Hiab 1,942 1,942 - —

353,185 312,688 351,243 310,746

ETRITHBERRMAZEAEERAAEERLZHEEMRGER  AZFHFIBREBORE - F2AR
ZEMBARCHARRTEBORER T CREHELER -

MR2005F 108220 © BN HIGHBFE4RFEZ B + KX N FE4FEERE R E$50,000,0007% @ BHRBELHE
2T - RIEFT ZIRF £ 5$351,000,000 + FH AL

d HE By
RBETREZE1999F6A30R LFETL 2 HE - HERHE - AR —FHHBLARRRBREROERRZH
E o ARGHEABRPNABEZEHAE  RE16F - EERRAMBLRARKERIRBRZEABREH -
BRR/RLARARBBEEV B EELEEDTER -

e RITHEER
M20065F6A308  ARBIRK—HE2EWNBARMAME TRITREZBRERZRITRHETRE
$100,000,000(2005 : MHBEREERERREAEHNZE SR E$$300,000,000) MEEHERZKARE -
20054 K% 200656 A30H @ MBARLEBAZERME -

HEEERERERAT




32 EALZRS
K& @ g Cellular 8 Holdings Limitedi® &l - ZAREAANRFIS3% KM * B T47%ROBBEZHE - AR[Z
RRBARAETRERE  —BREEFMRILZAT -

a

AEER AEERETHEATEEREBERPETZEAZRSEIINTX - 2RMEEALZRHHR
RZEXH 2B MBRIGTET -

2006 2005
$000 $000
T REFRKBL EERERS () .
REKE AT 56,276 49,430
R ERA i)
BRHB AR 5,436 8,096

B THREFREERZEEHEERSE

FREWELSTHBARNRKBELADNHEVETARE  #HIEEFE TEEREAZA  YAAEREFHIFITE -
URBEEFRF2ETYELLZREL  RBREFEEH -

BE2006F6A308 LFE AREENRERN FHBERVEZMBARNRBERRNZASNHFIERRAGHA
$56,276,000 (2005 : $49,430,000) °

iy RREM

FBEMEY 2ENBATNNEENERRERARNERBERRELERAR  AXSEREH -RREBRE  -BZE
2006464308 L E ' Bt RENMZHRE S H5$5,436,000(2005 : $8,096,000) °

M2006F6A308 - AEENEBMENRFEERD  TRERRANZTERRABNBEREZMBLRR) - &BE
DR EERENBEES MEZESUTERAUNPEARKAMBEAZBMBZEBAR -

E1999E 10 A  FEEMEVHEL AT (E2006F5828 510 R EREEZTE (SN BRQR] ([
T EEEARER Y BRERNRTEZIRERE - I EH SN FNEEEEREEAFSFAABIEER
SETMEE o« Bt - REE2005%F R2006%F6 A30F L EE  FEEREINERFHHEH -

BREERAFEAERD A




B % 3R o3& M XM

 E2006F6H308 IFFE
(LB T HIE) B
32 BEALZES ®)
d TEEBEAER @ﬁﬁ
BE6H30BLEE

2006 2005

$000 $000

FehEMESHEERH 22,536 25,491

A% 17 33 B 1.800 3,029

24,336 28,520

e HENMBEMENEMBAR(FMEEBESH)) (BEMBENERBEREIBTRERE) 2RXHM4% B
AAEEBZEERERBEERN  WT

2006 2005
$000 $000
T U & 2 AR IR (M 7 24) 514 631
& RIEFRIE (K 5E24) 3,942 4,967
FE 4 4 SRR IR (BT 3E26) 91 168
H i {5 OB & FE AT OB (B 3%26) 5,716 3,361

RGEHREER REREARAEREALTREZRLURZER -

33 BRERERAS
2006568300 BEMRYEENEZEARATARKIERAT - FIBEWEIRESSMR LI A8 &
BOEEBHAXSHERATER LT o

W R A




